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POSTAL RATE REVISION 


TUESDAY, MARCH 13, 1956 


Hovust or REPRESENTATIVES, 
CoMMITTEER ON Post Orrice AND CIVIL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to notice, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will come to order. 

This morning public hearings begin on H. R. 9228 and other postal 

rate increase bills. In the 83d C ongress, this committee held rather 

complete hearings on the postal rate bill which was recommended to 
the House. Howev er, it was never scheduled by the House for action. 

The legislation we have before us today in H. R. 9228 parallels in 
many respects the bill we approved at the last Congress. Each mem- 
ber will find at his desk a copy of a communication from the President 
of the United States relating to postal rates. 

(The bill, H. R. 9228, and the message from the President are as 
follows :) 

[H. R. 9228, 84th Cong., 2d sess. ] 


A BILL To readjust postal rates; establish a Commission on Postal Rates; and for other 
purposes 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE I 


Sec. 101. This title may be cited as “The Temporary Postal Rate Increase Act, 
1956.” 


FIRST-CLASS MAIL 


Sec. 102. Section 9 of the Act of March 3, 1879, as amended and codified in 
section 280 of title 39, United States Code, is hereby further amended by striking 
out “3 cents” in the language preceding the first proviso, and by inserting in 
lieu thereof “4 cents.” 

DOMESTIC AIRMAIL 


Sec. 103. Section 201 of — Act of July 3, 1948 (U.S. C., title 39, sec. 468a), is 
amended by striking out “6 cents” in the first sentence and by inserting in lieu 
thereof ‘7 cents.” 


SECOND-CLASS MAIL 


Sec. 104. Section 2 of the Act of October 30, 1951 (section 289a of title 39 
United States Code), is amended as follows: 

(1) In subsection (a) insert the following between “April 1, 1954” and the 
colon preceding the first proviso: “, and (4) such postage is further adjusted 
to the amounts set forth in the following tables, on the dates specified : 


1 
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Effective Effective 
July 1, 1956 July 1, 1957 
(cents per pound, (cents per pound, 
or fraction or fraction 
thereof) thereof) 


A publication having not more than 5 per centum of 

its space devoted to advertisements, and that por- 

tion of other publications devoted to matter other 

I rr ne ye - 2.5 
Advertising portion of a publicaiton having more 

than 5 per centum of its space devoted to adver- 

tisements : 


rane NR IN ON ee et 22 2. 5 
Ta a ee SR 3.5 
UN IN 4.5 5 
rR it a rE cri es 6 7 
a 7.5 8.5 
ITT a 9 10 
SR Sak naa ee 10.5 312” 


(2) In subsection (c) strike out the period and “one-eighth of 1 cent” and 
insert in lieu thereof “one-fourth of 1 cent, except that (1) the postage on each 
individually addressed copy mailed by the organizations listed, and for the 
purposes prescribed, in the second and third provisos of subsection (a) of this 
section, and each individually addressed copy of a publication of the second 
class addressed for delivery within the county and not entitled to the free-in- 
county mailing privilege, shall not be less than one-eighth of 1 cent, and (2) 
the per copy rates prescribed for publications covered by section 25 of the Act 
of March 38, 1879, as amended and codified in section 286 of title 39, United 
States Code are continued”. 

(3) In subsection (d) strike out “1 cent” and insert in lieu thereof “114 cents”. 


THIRD-CLASS MAIL 


Sec. 105. Section 3 of the Act of October 30, 1951 (section 290a-1 of title 39, 
United States Code), is hereby amended as follows: 

(1) In the language preceding the first proviso (A) strike out “2 cents” where- 
ever it appears therein, and insert in lieu thereof “3 cents’; (B) strike out 
“1 cent’, and insert in lieu thereof “114 cents”; and (C) strike out “1% cents 
for each additional two ounces or fraction thereof”, and insert in lieu thereof 
“1 cent for each additional ounce or fraction thereof” ; 

(2) In the first proviso strike out “$10”, and insert in lieu thereof “$20”; 

(3) In the second proviso (A) strike out “14 cents” and insert in lieu thereof 
“16 cents’; (B) strike out “1 cent” wherever it appears therein, and insert in 
lieu thereof “2 cents”; and (C) strike out “10 cents” and insert in lieu thereof 
“12 cents”; 

(4) Strike out the third proviso; and 

(5) In the fourth proviso strike out “3 cents” and insert in lieu thereof 
‘> cents”. 


- FOURT-CLASS MAIL 


‘ 


Sec. 106. Subsection (d) (1) of section 204 of the Act of July 3, 1948, as 
amended and codified in section 292a (d) (1) of title 39, United States Code, is 
further amended by striking out “S cents” and by inserting in lieu thereof 
“10 cents”. 


DETERMINATION OF CLASS OF POST OFFICE AND COMPENSATION OF POSTMASTER AND 
CERTAIN EMPLOYEES 


Sec. 107. On and after July 1, 1956, 85 per centum of the gross postal receipts 
of all classes of post offices shall be counted for the purpose of determining the 
class of the post office or the compensation or allowances of postmasters or other 
employees whose compensation or allowances are based on the annual receipts 
of such offices. Nothing contained in this subsection shall operate to decrease 
the compensation or allowances in effect on the effective date of this subsection 
for postmasters and other employees in the postal field service on such date 
whose compensation or allowances are based upon the annual receipts of such 
offices. 
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EFFECTIVE DATE 


Sec. 108. The rates of postage prescribed by this title shall become effective 
on July 1, 1956, and, except those prescribed in section 106, shall remain in force 
and effect until changed or modified as provided in title II of this Act. 


TITLE II 


Sec. 201. This title may be cited as “The Postal Commission Act of 1956”. 

Seo. 202. For the purposes of this Act— 

(a) “Commission” means the Commission on Postal Rates provided for in 
section 204; 

(b) “Domestic postal-rate structure” includes— 

(1) postal rates applicable to the several classes of mail, other than 
fourth-class mail; and 

(2) zones, and other conditions of mailability applicable to the several 
classes of mail, other than fourth-class mail. 

Sec. 203. It is hereby declared to be the policy of Congress to (1) provide 
for the American people a postal system with the highest possible standards 
of tradition and service consistent with good business administration; (2) pre- 
serve the inherent advantage of the postal service in the promotion of social, 
commercial, and intellectual intercourse among the people of the United States; 
(3) provide for a domestic postal-rate structure which shall reflect fair and 
reasonable charges and other conditions of mailability applicable to the several 
classes of mail; and (4) provide revenues which will substantially equal the 
expenditures of the Post Office Department. 

Sec. 204. (a) There is hereby created a Commission on Postal Rates to be 
composed of three members appointed by the President, by and with the advice 
and consent of the Senate, one of whom the President shall designate as chair- 
man. 

(b) Each member of the Commission shall be a citizen of the United States. 
Not more than two members of the Commission shall be members of the same 
political party. Such commissioners shall not engage in any other business, 
vocation, profession, or employment. 

(c) The commissioners first appointed under the Act shall continue in office 
for the terms of two, five, an seven years, respectively, from the date of the 
taking effect of this Act, the term of each to be designated by the President. 
Thereafter, their successors shall be appointed for terms of seven years, except 
that any person chosen to fill a vacancy shall be appointed only for the un- 
expired term of the commissioner whom he succeeds. No vacancy in the Com- 
mission shall impair the right of the remaining commissioners to exercise all 
the powers of the Commission. Upon the expiration of his term of office a 
commissioner shall continue to serve until his successor is appointed and shall 
have qualified. Any commissioner may be removed by the President for in- 
efficiency, neglect of duty, or malfeasance in office. 

(d) Each commissioner shall receive basic compensation at the rate of $15,000 
per annum. 

(e) The principal office of the Commission shall be in the District of Columbia, 
but the Commission may exercise its powers and functions at any place in the 
United States, or in any Territory or possession of the United States, or in Guam. 

(f) (1) The Commission shall have authority, subject to the provisions of the 
civil-service laws and the Classification Act of 1949, as amended, to appoint such 
officers, accountants, attorneys, and other employees as are necessary in the 
exercise of its functions. 

(2) Without regard to the civil-service laws, but subject to the Classification 
Act of 1949, as amended, each commissioner may appoint a legal assistant, and 
a secretary, each of whom shall perform such duties as such commissioner shall 
direct. In addition, the Chairman of the Commission may appoint, without re- 
gard to the civil-service laws, but subject to the Classification Act of 1949, as 
amended, an administrative assistant who shall perform such duties as the 
Chairman shall direct. 

(g) Decisions of the Commission with respect to changes, adjustments, or 
modifications in the postal-rate structure shall be made only with the concurrence 
of two members of the Commission. 

(h) The Commission shall file in the office of the Secretary of State a descrip- 
tion of the official seal adopted by the Commission and an impression thereof. 
The seal, which shall be judicially noticed, shall be used to authenticate records 
of the Commission. 
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Sec. 205. (a) The Commission is hereby authorized and empowered to deter- 

mine and prescribe a fair and reasonable domestic postal-rate structure. 

(b) In the exercise of its power to determine and prescribe a fair and reason- 

able domestic postal-rate structure, the Commission shall consider, among other 

factors, (1) the effect of the rates on the movement of mail matter for which 

the rates are prescribed; (2) the value of service to the patron; (3) the quality 

and character of the service rendered in terms of priority, secrecy, security, 

speed of transmission, and other factors; (4) the need, in the public interest, of 

adequate and efficient postal service at the lowest cost consistent with furnishing 

such service; (5) the need for revenues sufficient to permit the recovery of the 

expenditures of the Post Office Department, except those expenditures for 

which Congress has authorized reimbursement to the Post Office Department 

by direct appropriations or otherwise; and (6) the declarations of policy set 

forth by Congress in section 203 of this title. 

Sec. 206. (a) If the Postmaster General finds on experience that changes, ad- 

justments, or modifications are necessary in the postal-rate structure to meet any 

of the standards prescribed in this title, he shall petition the Commission to 
make such changes, adjustments, or modifications, or such other changes, ad- 
justments, or modifications as the Commission find necessary. The Commission 
shall give immediate consideration to petitions of the Postmaster General 
and grant them priority over all other work before it. It shall undertake any 
necessary investigations, studies, or hearings not later than thirty days after 
the receipt of each such petition. 

(b) The Commission, upon its own initiative or upon petition of interested 
parties, may conduct such investigations, studies, or hearings it finds necessary 
in the exercise of its authority under this title. 

(c) The Commission shall publish all final decisions. 

Sec. 207. (a) The Commission or, on the authorization of the Commission, any 
subcommittee or member thereof, may, for the purpose of carrying out the 
provisions of this title, hold such hearings and sit and act at such times and 
places, administer such oaths, and require, by subpena or otherwise, the at- 
tendance and testimony of such witnesses and the production of such books, 
records, correspondence, memoranda, papers, and documents as the Commission 
or such subcommittee or member may deem advisable. Subpenas may be issued 
under the signature of the Chairman of the Commission, of such subcommittee, 
or any duly designated member, and may be served by any person designated by 
such Chairman or member. 

(b) When the Commission determines that hearings should be held on any 
petition before it, the Commission shall— 

(1) promptly publish in the Federal Register a notice setting forth the 
promsal; 

(2) thereafter afford interested persons a reasonable opportunity to sub- 
mit written data, views or arguments with or without the opportunity to 
present the same orally in any manner; and 

(3) give due consideration to all relevant matter presented. 

Sec. 208. The Commission shall annually submit to Congress, as soon as pos- 
sible after the beginning of each session, a report of the work of the Com- 
mission under this title. 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES RELATING TO PosTAL 


RATES 


Post OFFIck DEPARTMENT, 
OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., January 30, 1956. 
The Prestpent, 
The White House. 

Dear Mr. Prestpent: You asked for more details on the two interrelated de- 
ficiencies which hamper our postal establishment today—the first, in postal 
revenue; the second, in physical plant. As you advised the Congress in your 
state of the Union message, we must remedy these deficiencies swiftly and thus 
make certain that our mail service is efficient and economical, as our people 
rightly expect and deserve. 

Each year our postal service goes heavily into the red. From any standpoint, 
this process is indefensible. In this period of high prosperity, we cannot justify 
dodging the cost of our own mail deliveries and passing it on to our children. 
Nor is it better to use the taxes paid by every citizen to keep down the postal 
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costs of the few who use the mails the most. And, while our country is so 
prosperous, yet so heavily in debt, continuing to run our postal operations at a 
loss encourages fiscal irresponsibility in every area of government. 

You know, of course, that I am referring to very large sums of money. In the 
past 10 years the costs of the Post Office Department exceeded its revenues by 
almost $5 billion. Ignoring the huge interest payments on this sum, that $5 billion 
would have paid for 5,000 new $1 million schools ; and yet, instead of new schools, 
we have chosen to bequeath to our children these postal charges, plus more 
than $100 a year today in interest. We cannot, in good conscience, keep on this 
way. 

You are aware of our major postal improvements and savings during the 
past 3 years. Yet, the yearly deficit still runs up to almost $500 million, of 
which $200 million go for the pay raises and other employee benefits passed by 
the Congress last year. 

It is hard for most of us to realize what so large a sum of money really means. 
The fact is, we are losing $1,000 a minute. Every hour our taxpayers have 
to put up another $60,000. Despite new machinery, improved methods, modern- 
ized personnel practices, this Department is going into the red in an amount 
that would pay for— 

Every week, more than 1,000 new $10,000 homes ; 
Every day, a new fighter plane; 
Every 2 days, a new jet bomber. 

We are losing money in these huge amounts because we are still charging 
1932 rates but paying 1956 costs. 

Letter rates are the same today as they were in 1932. 

Second-class rates on magazines and newspapers have increased only about 
3 percent net since 1952. 

Third-class rates for advertising matter and small parcels are up just over 
a third since 1932. 

Yet, operating costs have more than doubled since 1932. 

In keeping with your insistence on fiscal integrity in Government, you have 
urged an increase in postal rates. In this way, too, the actual users of the 
mails will assume costs they now pass on to the general public. 

An increase of 1 cent per ounce for first-class mail is essential to any 
sizable cut in the postal deficit. Because 75 percent of all letter mail originates 
with business, the increase would directly cost the average family only about 
10 to 12 cents a month, and yet it would bring in $295 million each year in 
new revenue. 

An increase of 1 cent per ounce for airmail would bring in $16 million more 
and would keep the present differential between letter and airmail charges. 

For second-class mail—mainly newspapers and magazines—we propose two 
successive annual increases of approximately 15 percent each. These two in- 
creases, when effective, will bring in around $17 million more a year. For 
such mail, we now receive about 244 cents a pound in postage, but last year 
we spent 11% cents to handle each pound before the recent pay raises moved 
the cost up still more. 

For third-class mail—mainly advertising matter—we need a rate increase 
averaging 30 percent to bring in about $77 million more. 

In total these increased revenues, plus other minor rate increases adding 
up to $1,500,000 a year, will barely more than equal the sum of the annual 
Wage increases granted last year to our employees and the annual cost of 
modernizing our physical plant. It is now estimated that they would yield 
approximately $406,500,000 ; $56,500,000 more than was estimated earlier in 
your budget message. Thereby we could accelerate the later discussed new 
construction and maintenance program which, if approved, could begin next 
fiscal year. 

As regards our physical plant, our second major deficiency, I am in full 
accord with your conviction that the remedy is dependent upon our first making 
a major reduction in the annual postal deficit. I believe that your position 
on this point has wholehearted public support. 

Nonetheless, the need for improvement of our physical plant is indeed critical. 
This improvement, combined with the rate increases, should result in new 
efficiencies and economies that will largely eliminate the annual postal deficits. 

For nearly 20 years our physical plant has lagged behind the Nation’s growth. 
In this period nonfarm households, each a new stop for a mailman, have in- 
creased by half. Yet, no money has been appropriated for Government con- 
struction of postal buildings since 1938. 
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Aside from the roughly 15,000 fourth-class post offices whose facilities are 
provided by postmasters, we have today some 25,000 postal units in rented, 
leased, or Federal buildings. Most of these buildings badly need modernization 
or enlargement. Many need replacement. Much of our work today is done 
with outmoded equipment in rundown, overcrowded, poorly lighted post offices 
built 50 or more years ago. 

The decrepitude of some of these facilities, in today’s America, is truly 
astonishing. In some of our major cities postal facilities are so inadequate and 
antiquated that, regardless of the weather, mail must be handled on the side- 
walks. Indoors the work of thousands of postal employees is hampered by 
inadequate space, poor ventilation, old-fashioned equipment, and obsolete light- 
ing. Far too much work has to be done expensively and slowly by hand. 

In these circumstances, morale and efficiency inevitably suffer, and our opera- 
tional costs stay high. 

The correction of these conditions requires action of a scope going far beyond 
the ordinary budget of this Department. A bold, vigorous, large-scale program 
is urgently needed, and should be accomplished simultaneously with the post- 
age-rate increases I have already mentioned. 

The relatively few millions the Department has been able to spend to improve 
these conditions have given results indicative of the valuable benefits a large- 
scale program would achieve. 

A few post offices have been renovated and provided with modern lighting and 
equipment. Immediately, faster handling of the mail and reduction of errors 
liave resulted. 

Since January 1953, about 1,000 new postal buildings, built to the Depart- 
ment’s specifications and valued at about $50 million, have been leased from 
private owners. 

Under the new lease-purchase plan enacted by the Congress, whereby buildings 
are bought out of rent, 27 more projects representing $14 million in new con- 
struction have been approved. 

Through these and other improvements, we were able to carry 8% percent 
more mail in fiscal year 1955 than in fiscal year 1953, and we spent comparatively 
less money doing so. But further major progress is impeded until we have 
modern postal buildings and equipment to meet our nationwide requirements. 
To modernize and maintain the postal plant, these approximate amounts 
should be spent over a 5-year period: 

(a) $230 million of private capital to build approximately 3,500 new 
postal buildings distributed throughout the Nation. These would be built 
and financed by private capital and used by the Post Office Department 
under normal commercial lease agreements or lease-purchase contracts. 

(6) $225 million of Government funds for new lighting, painting, air- 
conditioning, and long-deferred maintenance of federally owned postal 
buildings to assure postal employees of wholesome working conditions. 

(c) $200 million of Government funds for the modernization and re- 
habilitation of approximately 60 percent of the space in present federally 
owned postal buildings to provide adequate room for handling mail. 

(d) $125 million of Government funds for modern timesaving and man- 
saving mechanical equipment to handle mail better, faster, and at lower cost. 
These new and modernized buildings will be an excellent investment, paying 
dividends to our people in the form of more efficient, lower-cost mail service. 
It is my hope that this 5-year program can get under way as soon as the existing 
postal deficit is sharply cut and the funds are made available. 

I know you will be pleased to hear—and I am highly gratified to report to 
you—that many leading publications, activated by well-founded concern for the 
public good, now support postage-rate increases for the first three classes of 
mail. Given comparable public-spirited support in other areas of the public and 
within the Government itself, I look forward to early approval of these increases, 
thereby enabling us to begin the urgently needed program to bring our postal 
establishment up to date. 

These, Mr. President—increased postage rates and a modernized physical 
plant—are essential steps to give our people efficient postal service, performed 
in modern buildings by fairly compensated employees using the latest work- 
saving equipment. Once these steps are taken, this Department and its half 
million dedicated employees can satisfactorily meet the ever-expanding postal 
needs of our people. 

Respectfully submitted. 





ARTHUR EB. SUMMERFIELD, 
Postmaster General. 
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The Cuamman. We have with us this morning the Postmaster 
General and his staff. I know that the Postmaster General and all 
members of his staff have given a great deal of thought and study and 
effort in the preparation of the statements they will make today. 
They are important ones, and I believe that both the Postmaster 
General and members of his staff who desire to make statements should 
complete their statements before they are questioned by members of 
the committee. 

It has been my experience in the past, and I am sure it will be true 
now, that many of the questions that will be raised will be answered 
during the presentation of the complete statement. 

I would like to welcome the Postmaster General and his staff here 
today and it will be a pleasure to hear first from Postmaster General 
Summerfield. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 


GENERAL OF THE UNITED STATES, ACCOMPANIED BY MAURICE 
H. STANS, DEPUTY POSTMASTER GENERAL; ALBERT J. ROBERT- 
SON, ASSISTANT POSTMASTER GENERAL; ABE McGREGOR GOFF, 
SOLICITOR; IRVING I. RAINES, DIRECTOR, DIVISION OF POSTAL 
RATES; JAMES E. MOYER, RESEARCH COORDINATOR, DIVISION 
OF POSTAL RATES; GILBERT J. PARR, CONSULTANT. 


Mr. SuMMERFIELD. Mr. Chairman and members of the Post Office 
and Civil Service Committee, your postal management has done its 
best during the past 3 years to improve mail service and lower costs. 
Our efforts have been helped immeasurably by the valued guidance 
of the Congress and this committee and the splendid cooperation of 
our half-million postal workers. Our programs are well underway 
and are showing gratifying results. 

One major task remains, however, if we are to continue to assure 
this expanding Nation the better and enlarged postal services it needs. 
The serious problem of the huge postal deficit must now be solved. 

I want to express my appreciation to this committee for its willing- 
ness to again give consideration to the financial plight of the Post 
Office Department. This is a difficult problem for this committee 
as well as the Department. 

I am most hopeful that together we may reach a solution. 

The bill before you represents the judgment of the administration 
and the Department as to how the Congress can establish a sound 
fiscal policy for the Department which will strengthen the fiscal 
integrity of the Government and remove a tax burden from our citi- 
zens. 

We believe the American people want their Post Office Department 
to operate on a self-sustaining basis. We are asking the Congress to 
take a hard look at the present level of postal rates. 

In making this presentation to you I realize full well that certain 
facts are already well known to many members of this committee. 

However, to present the complete story, which undoubtedly some 
new members of this committee have not heard before, I shall attempt 
to give you in summary the important facts so that they may be 
evaluated in their proper perspective. ; 

For your ready reference and possible future study we have repro- 
duced in booklet form the large charts I shall refer to in my comments 
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thismorning. You may find it convenient to refer to them by number, 
as [ proceed with my remarks. 

As shown on chart 1 the record high postal deficit of 1952 has been 
reduced. But increases in costs of about $200 million a year, resulting 
largely from wage increases and fringe benefits recently enacted by 
the Congress, have reversed the downward deficit trend. As this 
chart clearly indicates, in the next fiscal year the deficit will once 
again approach the half-billion-dollar level. Without rate increases 
now, the financial gains we have made will be offset and the postal 
deficit will once again move upward. 

The losses sustained in the decade since World War II total $4.6 
billion. These losses, which are five times as great as the deficit 
accumulated during the decade prior to the war, have become part 
of our national debt. 

Four and sixth-tenths billion dollars is a staggering sum for the 
American people to owe for postal services they have received over the 

last 10 years. It means that each family in the United States owes 
more than $100 for mail long since read and disposed of. Deferred 
payment for homes, cars, and. refrigerators has a proper place in our 
economy, but we should not mortgage the future of the American 
citizen for the price of postage. 

Rate increases alone will not provide a complete or lasting solution 
for today’s deficit problem. What is needed is a fiscal program, includ- 
ing rate increases, which will lead to financial stability in the Post 
Office Department. The President, in a special message to the Con- 
gress on January 11, 1955, advance ed such a program. The bill now 
before this committee embodies the major proposals enumerated in 
_ message. If enacted, the bill will do the following: 

Provide interim rate increases as a step toward balancing the 
pei al budget. 

2. Establish a permanent ratemaking commission which will pre- 
scribe rates of postage under policy g cuidance of the Congress. 

3. Express the determination of the C ongress that the Post Office 
shall be operated on a sound financial basis. 


Ii, HUGE ANNUAL DEFICITS—-A POSTWAR PHENOMENON 


Before examining the general proposals contained in H. R. 9228 I 
should like to further emphasize the enormous scope of the postwar 
postal deficit. 

There is widespread misunderstanding concerning the causes, the 
dimensions and the historical facts concerning the postal deficit. 
Many people mistakenly believe that the Post Office has alw: ays oper- 
ated at a heavy loss. The fact is that oppressive postal deficits are an 
unfortunate phenomenon of the postwar period alone. 

Chart 2 reveals in simple graphic form the overwhelming disparity 
between the average prewar and the average postwar deficits. As you 
can see, from 1900 to 1940 the average annual deficit was about $33 
million. During the decade following World War II, the average 
annual deficit increased to about $460 million—almost 14 times as 
great as the prewar average. 

In recent years, heavy “expenditures by Government for national 
defense and other essential purposes have tended to make us indifferent 
to figures running into billions of dollars. Perhaps the real cost of 
the postwar postal deficit is more apparent in terms of what that 
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money might have bought for the American people. This appears 
on chart 3. 

The aggregate postwar deficit of $4.6 million could have made a 
very substantial contribution to national defense. It might have 
added 150 destroyers to the fleet or provided funds for 20 new bomber 
wings with a total of a thousand planes. Or it might have equipped 
23 infantry divisions with modern arms and equipment. 

In terms of our badly needed road program, the postwar postal 
deficit might have built 46,000 miles of new highways exclusive of 
right-of-way. 

Many opponents of rate increases seek to justify large postal losses 
as a contribution to the educational and cultural advancement of the 
American people. I certainly favor better public education, but I 
seriously question that subsidized postal rates are the best means to 
this end. Let me show you on chart 4 what a direct expenditure of 
this sum for educational purposes might have meant for the American 
people. 

Four and sixth-tenths billion dollars might have built 6,000 high 
schools or 13,000 badly needed elementary schools. It could have 
provided 4-year sc holarships i in science and the arts to a million de- 
serving young Americans otherwise not financially able to receive the 
benefits of higher education. In terms of the dissemination of printed 
matter, this sum could have built 18,800 public libraries for the use of 
all Americans, young and old alike, or more than 7,000 libraries on 
the campuses of small colleges and universities whose facilities have 
been long outgrown. 

If doubt still exists concerning the need for rate adjustments, I am 
certain that it will be quickly dispelled by chart 5 which is now before 
you. This chart tells a story which every American should know. 
The annual postal deficit in this Nation is 314 times as great as the 
combined postal deficits of the world’s free nations. And, ladies and 
gentlemen, the people of this great Nation have the right to ask: 
“W hy ¢” 

It may appear to members of this committee that I am belaboring 
the magnitude of the postwar postal deficit but I am convinced that 
its true dimensions are not known and understood by the general 
public. I hope that the Congress, in behalf of the American public, 
will take immediate and positive action to reduce it to manageable 
proportions. 


III. CAUSES OF THE POSTWAR DEFICIT 


I should like now to deviate a moment in anticipation of a ques- 
tion which surely has occurred to each of you: “What has caused the 
postal deficit to increase so alarmingly in the postwar period?” 

The Post Office Department oper: ates in the same economic climate 
as other Government agencies, private businesses, and the households 
of America. Costs increased sharply for business, Government, and 
households alike in the postwar years and the Post Office was affected 
in the same measure as indicated on chart 6. 

Since 1945, annual postal costs have increased by $1.6 billion. The 
largest part by far e this increase was due to labor costs. 

The increases in wages and employee benef its enacted by the 
Congress since 1945 are listed on the next chart (7). The Congress 
has granted postal workers six increases in wages since the end 
of World War IL which, together with fringe benefits, have added 
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more than a billion and a quarter dollars to our annual operating 
costs. 

These increases were just and necessary to keep postal wages on a 
par with wages paid for similar skills by industry. 

However, while postal wages were increasing as indicated, the 
Congress raised postal rates to provide only $286 million in addi- 
tional revenues. 

Simply stated, the deficits of recent years are the direct result of 
the disparity between increases in costs and increases in rates of 
postage. For all practical purposes, our rate level today is little 
changed from the level of 1932. This is illustrated on chart 8. 
Since 1932, the level of postal costs has increased 107 percent but 
postal rates have lagged far behind. Despite sharp increases in cost, 
letter rates are the same today as they were in 1932. 

Third-class mail, consisting largely of advertising matter, has in- 
creased only 38 percent. 

Second-class rates were increased by 30 percent in 1951, but it should 
be noted that this increase merely offset rate decreases granted in 
previous years. As a result, publishers’ second-class rates today are 
only 3 percent above the level of 1932. As a matter of further inter- 
est, I might point out that the rates in 1932 were the same as the final 
level of rates effected by the act of October 3, 1917, when zone rates 
on advertising were initiated. 

The failure to adjust rates of postage to offset unavoidable changes 
in cost is the main reason for the record total deficit of $4.6 billion 
in the last 10 years. 

IV. COMMONSENSE PRICING 


The need for additional revenues is obvious. However, differences 
exist as to how these increases shall be apportioned among the various 
classes of mail. 

The Congress, recognizing the need for a more systematic approach 
to ratemaking, authorized the Department to establish a Division of 
Postal Rates. This was accomplished in May 1953. 

We employed a small staff of rate experts to develop a system of 
pricing which would provide proper and adequate revenues for each 
class of mail. 

These experts reported that such a pricing system already exists 
and is widely used by the courts, regulatory agencies, and such busi- 
ness-type branches of the Federal Government as the Alaska Railroad, 
the Panama Canal Company, and others. 

They refer to this system as “differential” pricing but I prefer to 
think of it as “commonsense” pricing. 

Differential pricing is a process of establishing charges based on 
differences in the various services. These differences relate to very 
realistic elements of cost which are not subject to cost accounting 
procedures. They relate, also, to market characteristics of each 
service, Which bear no relation to cost. 

Rate proposals submitted to the Congress in the past have been chal- 
lenged repeatedly due to the overemph: isis of costs in the pricing of 
postal services. Cost alone is not an acceptable basis for ratemaking. 
Cost ascertainment is a tool of management which should not be 
confused with rate ascertainment. 
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The complex subject of cost ascertainment and its application to 
ratemaking procedures will be discussed in considerable detail by the 
Deputy Postmaster General, Mr. Maurice H. Stans, whose testi- 
mony will follow mine. 

The proposals under consideration conform to sound principles of 
differential pricing. While a detailed statement in support of each 
of the specific rate provisions contained in H. R. 9228 will be presented 
by Mr. Albert J. Robertson, Assistant Postmaster General and Con- 
troller, I should now like to discuss briefly its principal provisions. 


V. THE FIRST STEP—RATE ADJ USTMENTS 


The bill consists of two titles. Title | provides for general rate 
adjustments. Title II establishes a permanent ratemaking commis- 
sion and prescribes in detail the framework of policy within which 
the commission shall function. 

First-class mail: One of our proposals calls for an increase in 
first-class letter rates. There is good reason for this proposal: 

First-class mail is a prime posts il service, receiving preferential 
treatment every step of the way. ‘The security, privacy, and priority 
of service received by first-class mail are premium-service factors. 
Premium service is a more valuable service and we believe that those 
who receive the greater benefits of letter mail should pay a larger 
share of postal costs. 

Even at the new rate we are recommending for letter mail I believe 
the public in general—the first-class postal patron—also the voter- 
will agree that it would be the biggest bargain in America to purchase 
a 4-cent stamp and to know that a ‘l-ounce letter can be handed to your 
carrier at your door—or dropped in any collection box any place in 
the United States—and be delivered safely and expeditiously either 
across town or across the United States. 

In fact, the thoughtful citizen must wonder why letter rates have 
not been raised in almost a quarter of a century. He knows that the 
nickel telephone call, the 10-cent loaf of bread, and 50-cent haircut are 
prices of a past era—and yet, letter stamps are still 3 cents. 

The ability of the postal patron to absorb a-l-cent increase in letter 
mail is manifest, as shown on chart 9. Since 1932, per capita dis- 
posable i income has increased more than 500 percent. 

The prices of telephone and telegraph messages have also increased. 
Prices are up all along the line but letter rates are the same as they 
were in 1932. se 

Ladies and gentlemen, the Post Office is not an institutional relic. 
It is a dynamic business-type organization serving a progressive 
American economy. The letter rate should not be based on the his- 
torical environment of the early 1930's. 

The Post Office operates a vast communications system for the ex- 
change of information and ideas among our people. But the telegraph 
and telephone industries also provide networks of communications. 
Is it reasonable and consistent to subsidize the mails as a contribution 
to “public welfare” while taxing those who use the others ? 

The responsibilities we share for the sound fiscal management of 
the Post. Office compel us to exact revenues from each class of mail 
equal to the value of the services performed for that class. One might 
think from adverse comment against a letter rate increase that these 
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proposals reflect a reversal of congressional policy. The facts show 
otherwise. 

The Congress itself has established the policy that first class mail, 
which receives preferential treatment, should make a revenue con- 
tribution above cost. In 1932, the Congress reiterated its faith in 
this historic doctrine by increasing the revenue contribution of first- 
class mail from 12 to 46 percent “above cost and maintaining it at 
approximately this level until World War II. We wholeheartedly 
endorse this policy. It is the foundation of “commonsense” pricing 
and is equitable in terms of value received. The present proposals 
will merely continue this policy. 

Every citizen is aware that if postal expenses are not recovered from 
those who use the mails, they must then be paid by the taxpayer. Let’s 
take a closer look at this proposition on chart 10. 

If letter rates are advanced, 75 percent of the additional revenues 
will be derived from business users of the mails and 25 percent from 
individuals for their personal mail. 

Now, what would be the situation if postal rates are permitted to 
remain at their present inadequate levels? The postal deficit will 
then be borne, for the most part, by those who pay Federal income 
taxes. Over 60 percent of total Federal income taxes are paid by 
individuals, while the portion paid by corporations is only 40 percent. 

In brief, ladies and gentlemen, low letter rates maintained by taxes 
work to the disadvantage of the individual American taxpayer. The 
large users of the mails benefit. 

In view of all of these facts, the proposal to increase the letter rate by 
1 cent per ounce appears to be moderate, fair, and reasonable. 

Second-class mail: We come next to second-class mail, a classifica- 
tion which has always been carried at a substantial loss. 

[ should like to comment first on the increase in second-class rates 
enacted by the Congress in 1951. As shown on chart 11, this adjust- 
ment has produced additional annual revenues of about $12.8 million. 
However, while second-class mail was producing $12.8 million in 
additional revenues, the cost of providing this service increased by 

$56.4 million a year—or better than a 4 to 1 ratio. On this basis alone, 
a rate increase is overdue in second-class mail. 

But there is another and even more urgent consideration portrayed 
on chart 12. The proposed rates will increase revenues from second- 
class mail by about $17 million. This is actually less than the in- 
creased costs of postal pay and fringe benefit legislation recently 
enacted by the Congress. These additional costs ‘amount to about 
$21 million a year for second-class mail only. 

The service which is extended to newspaper and magazine publish- 
ers is made up of several operations, each of which costs money. 
Labor and transportation alone add up to 93 percent of total expendi- 
tures. 

Now, let me show you a familiar sight—the mailman starting on his 
rounds. This is chart 12—A in your “booklet. 

We selected a letter carrier at random here in the city of Washing- 
ton and analyzed the mail he was going to deliver that day. Here is 
what we found: 

Seventeen percent of the weight consisted of letter mail; 14 percent 
of small parcels: 11 percent of advertising matter moving at third- 
class rates: the balance of 58 percent consisted of magazines and 
hewspapers. 
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That these figures are fairly typical is indicated by the fact that 
in fiscal 1955 the weight of second-class mail was 59.1 percent of the 
total weight of all mail other than parcel post. 

From a standpoint of manpower it is obvious that carrying maga- 
zines around a mailman’s route presents more of a problem than 
handling first-class mail. 

Here is a copy of one of the magazines in his pack. This one tips 
the scales at about a pound. The mail circulation of this magazine 
is currently somewhat over 414 million copies per week, which means 
that the post office must handle and transport, in the course of a year, 
somewhat more than 117,000 tons of this magazine to all parts of the 
United States. 

In fiscal 1955 it cost the Post Office Department— which at the pres- 
en time means the American taxpayer—$235 million more to deliver 
second-class publications than was received from them in payment 
of postal rates. 

The question we must face is this: With due regard for public wel- 
fare, how much of this cost should the taxpayer absorb—and how 
much can fairly be charged to the publications ? 

Here is a 1932 issue of one of these publications. I direct your 
attention to the price printed on the cover: 5 cents. Here is a cur- 
rent issue of the same publication; the price printed on the cover of 
this one is 15 cents. Apparently, ‘public welfare suffered no setback 
from this price increase, since the circulation today is more than 414 
million compared with a circulation of about 234 million in 1932. 

As a matter of further interest, the advertising revenue for this 
publication in 1932 was about $22 million, while the advertising reve- 
nue in 1955 is reported to be about $83 million. : 

Now, I have no criticism of these figures. But it is difficult to 
understand why a publication which has tripled its newsstand price, 
and has had almost a fourfold increase in advertising revenue, should 
continue to receive postal service at 1932 rates. 

May I hasten to add that the situation of this magazine is not 
unique but was selected as being fairly typical. 

Almost all publications have shared in the growing volume of mag 
zine advertising which reached an alltime high in 1955. It is iio 
true that virtually all major publications have increased their news- 
stand prices since the 1930's. 

There is still another point involved. In spite of magazine price 
increases, total circulation of all magazines has soared—ret wching a 
record high in 1955. No one can ser iously contend that increases in 
the selling prices of publications—ranging as high as 300 percent— 
have been a deterrent to total magazine circulation. The continuing 
increase in circulation, despite higher prices, proves beyond all doubt 
that the people are willing to pay a price sufficient to cover all costs— 
including fair postal rates. 

I strongly believe in the American pricing system. This pricing 
system has resulted in the highest per capita output that the world has 
ever known. The pricing policies adopted by newspapers and maga 
zines in their general business de: ulings conform to that system. I do 
not believe—and never will—that a profit-motivated publisher who is 
turning out a good product cannot pay a fair price for the postal serv- 
ices he receives—and, ladies and gentlemen, the rates we are recom- 
mending for second-class matter are extremely moderate. 
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There is one final point I should like to raise regarding the rates 
on periodical mail. 

You are all aware that some people contend that the Post Office 
Department was established to carry letter mail, and therefore all 
other classes of mail should pay only the additional operating costs 
incurred in their handling. We do not subscribe to this theory, but 
let us examine it as it applies to second-class rates of postage. 

In its report of March 24, 1954, the Senate Advisory Council esti- 
mated the additional operating costs incurred in providing second- 
class service to be $107 million. At the present time we estimate that 
these “incremental” costs applicable to second-class mail are about 
$150 million a year. Nevertheless, using the council’s estimate as a 
base, second-class mail revenues in 1955 were at least $50 million below 
these incremental costs and more than $221 million below fully allo- 
cated costs. 

The proposals relating to second-class rate adjustments will not even 
recover this understated out-of- pocket loss of $50 million. This is im- 
portant, for past discussions have been confused by contentions that 
Congress has adopted the policy that publications should be subsidized 
in the public interest. 

Whether or not that is the case, even after these rate proposals be- 
come effective, second-class mail will still be carried far below cost. 
The only question is—How much below cost is fair and equitable to all 
concerned ? 

Third-class mail: Certain rate adjustments are also being recom- 
mended for third-class mail which consists largely of advertising 
matter. 

- It was never the sense of the Congress, as far as we can ascertain, 
that commercial advertising matter should be carried in the mails at 
the expense of the general taxpayer. In 1926, when the annual cost- 
ascertainment program was inaugurated, third-class mail was paying 
98 percent of its fully allocated cost. 

Despite this excellent beginning—and here T should like to direct 
your attention to chart 13—successive pay and other cost increases have 
caused an execess of expenditures over revenues in third-class mail 
of $1.3 billion in the postwar years. 

The effect of the twin evils of rising costs and lagging rates was to 
reduce expense coverage in this class of mail to 61 percent in the last 
fiscal year and to 57 percent in this fiscal year. The proposals under 
consideration will increase the expense coverage to 73 percent. 

This class of mail does not receive the privileges and preferment 
of service which letter mail receives. These are pertinent differentials 
which are reflected in our rate recommendations. 

In proposing third-class rate adjustments we have been mindful 
of the importance of advertising in the American economy. We rec- 
ognize that advertising plays a key role in the distribution of goods 
and services which are produced in our factories and mills. But this 
should not preclude a fair and reasonable rate for the services extended 
by the Post Office Department in delivering these advertisements. 
Since 1946 national expenditures for advertising have more than 
doubled, reaching an all-time high in 1955. Direct mail advertising 
shared in these phenomenal gains, increasing by almost 250 percent 
during this period. 
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This increase in direct mail advertising is reflected in the volume 
of third-class mail. In 1946 we handled about 6 billion pieces. In 
the present fiscal year volume is expected to be about 15 billion pieces. 

There is no valid reason why the taxpayer should continue to sub- 
sidize the distribution of advertisements. 


VI. THE SECOND STEP: A COMMISSION ON POSTAL RATES 


I should like to read a brief passage from the President’s special 
message on the Post Office dated January 11, 1955: 

If the Post Office is to successfully meet the challenge of the future its prices 
must be sufficiently flexible to reflect changes in costs and the developing needs 
of adynamic economy. It is my belief that an independent Commission entrusted 
with the authority to establish and maintain fair and equitable postal rates can 
best provide this needed flexibility. 

Consideration of the rate problems which have beset this committee 
in the past shows the tremendous magnitude and detail of the task 
encompassed in adjustment of postal rates. The vigorous American 
economy is a breeding place of change. That there will be a need 
for rate adjustments in the future is a certainty. 

The rate structure has grown complex and cumbersome. The com- 
plexity of ratemaking is due, in large measure, to the fact that the 
consumer of goods and services does not pay for cost but for value 
received. Only through appraisal of ability to pay, value of service, 
the cost and nature of alternative services available, and a host of 
other tangible and intangible factors can a fair and equitable rate 
pattern be established. The experience of all regulatory agencies in- 
dicates that such an appraisal can best be made by highly skilled 
specialists who, through constant application, develop a reservoir of 
experience in establishing specific rates. 

Another and equally important consideration is the urgent need for 
ratemaking procedures which will allow greater flexibility in adjusting 
rates to meet changing conditions as they occur. Ratemaking by leg- 
islation has resulted in a tendency for rate adjustments to lag far be- 
hind the need for revenues. Moreover, it has damaging effects on the 
financial condition of the postal service and, in terms of deficit 
financing, operates to the detriment of the taxpayer. 

These facts lead to the unavoidable conclusion that a permanent 
Commission, empowered to develop and maintain equitable and reason- 
able postal rates under policy guidance of the Congress, is the only 
practical solution. 

The proposals under consideration would place the pricing of 
postal services on a sound economic basis and relieve the Congress of 
the burdensome, time-consuming, and technical task of ratemaking. 

The establishment of a ratemaking Commission does not mean that 
the Congress will relinquish control over the postal rate structure. 
The Congress will continue to dictate the policy framework within 
which the Commission shall operate. The Congress will also pre- 
scribe—and amend, when necessary—the rules of ratemaking which 
the Commission must follow. It will also remain the prerogative of 
the Congress to prescribe special low rates of postage for certain 
services to give expression to public welfare factors. 

In short, it is intended that the Congress maintain control over 
postal rates through policy guidance while the Commission gives 
specific expression to such policies. 
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The phenomenal economic growth of the Nation since the turn of 
the century has been reflected in an ever greater growth in the volume 
of mail. While our population has doubled and our gross national 
product—measured in terms of constant dollars—has more than 
trebled, the volume of mail matter increased almost 714 times. 

In its report of October 27, 1954, the Joint Committee on the Eco- 
nomic Report predicted that by 1965 population would reach 190 
million and total national output would increase to $535 billion. On 
the basis of these estimates, it 1s predicted that mail volume will climb 
to 74 billion pieces in the next 10 years. 

Ladies and gentlemen, if we do not put our financial house in 
order now, how shall we fare in 1965? If we assume that costs and 
revenues in the decade ahead continue in the same relationship as 
the last 10 years, the postal deficit in 1965 may be more than a billion 
dollars. Continued delay will not solve our fiscal problems but will 
further complicate and intensify them. 

Opponents of our views will base their oposition, in part, on the 
contention that the Post Office is a public service institution. They 
will say: Why should Congress be concerned about the postal deficit? 
Why not support the Post ‘Office with tax funds as is done with other 
Federal agencies? 

The allegation that the Post Office Department is attempting to 
operate under a different set of fiscal rules than those guiding other 
departments of the Federal Government is not true. 

All Federal agencies are encouraged by law to establish fees and 
charges for measurable services when performed for identifiable in- 
dividuals or organizations. Public Law 137 (5 U.S. C. 140) of the 

82d Congress established the policy that such services be “self-sus- 
taining to the full extent possible.” 

The fact that other agencies do not attempt to break even overall 
does not indicate that they or the Post Office are in conflict with 
expressed congressional intent. Generally speaking, only a relatively 
small portion of the functions of other Federal agencies are of meas- 
urable value as they apply to identifiable individuals or businesses. 
When other departments do perform such services they charge ac- 
cordingly. The Post Office is unique only in that practically all of 
its services are of measurable value and are performed for identifiable 
patrons. 

There are other forceful arguments in support of a break-even 
policy for the Post Office. 

There is the American tradition of fair play. In the interest of 
common justice those individuals and organizations that receive the 
benefits of postal services should suport those services. 

The Post Office is dedicated to service in the public interest, but 
this is not a valid reason for operating the Post Office at a loss which 
must be made up by the taxpayer. 

Privately and publicly owned gas, light, transnortation, and water 
companies all provide essential public service. They are required by 
law to operate in the public interest. But these utilities, whether 
privately or publicly owned, charge a fair price for the services they 


perform. Why then should the Post Office Department continue to 
operate at a deficit? 
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The Department recognizes that a small number of its services are 
performed for the benefit of the people at large. One such example 
is free mail for the blind. The cost of these welfare services is rela- 
tively low and should not hinder us in placing the Post Office on a 
self-supporting basis. All that is necessary is that public welfare 
services he identified and provision made by the Congress to reimburse 
the Department for their costs. 

I think what we are trying to accomplish is clearly defined on 
chart 14. 

We are asking that postal patrons pay only for the services they 
receive. In this category falls the four classes of mail and the spe- 
cial services, both domestic and international. On the other side 
of the fence are the services performed either for Government agencies 
or in the interest of the public at large. 

As you can see, the Congress has already taken action to remove 
from the postal deficit two major items of cost not related to patron 
services. The Department is now reimbursed for penalty and franked 
mail, and the airline subsidy has been transferred from the Post 
Office to the Civil Aeronautics Board. 

Two bills, which we support, have already been introduced in the 
Congress. In enacted, these bills will provide reimbursement of about 
$30 million to postal accounts for services performed by the Depart 
ment either for Government agencies or in the interest of the general 
public. 

The importance of identifying and providing reimbursement for 
so-called public welfare services is further emphasized by the mis 
application of this term by opponents of rate increases. In seeking to 
adapt the public welfare concept to their own ends, they allege that 
no private business could operate so many units and offer such broad 
services as does the Post Office and still break even. They reason from 
this that smaller post offices and rural routes are operated in the 
public welfare and that the costs should be paid by the taxpayer. 
This is specious reasoning. 

The Department dispenses a national communication service in 
which rural routes and smaller post offices perform a necessary func- 
tion. Many of these do not take in sufficient revenues to cover costs. 
But how much revenue would be lost at the larger post offices if these 
smaller units and rural routes were not available to distribute the 
mails? The small post offices and rural routes were not established 
primarily to originate revenue, but are an integral part of our nationai 
distribution network. More than 10 million families are served by 
rural routes and small post offices. 

Post office terminals, also an integral part of our distribution sys 
tem, do not produce any revenues. Shall we ask the taxpayers to 
underwrite the cost of our terminals, too / 

The rate proposals under discussion are fair and reasonable. Only 
by means of rate increases can we place the Post Office on a sound 
financial basis. However, as stated earlier, these proposals will not 
immediately make the Post Office a break-even operation. 

The deficit in the next fiscal year is estimated at $470 million. The 
bill before us will produce about $407 million in additional revenues 
leaving a deficit of $63 million. 

Most of the member nations of the Universal Postal Union operate 
close to a break-even basis. Many actually make a profit from their 
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postal operations. I do not endorse this idea. But I do maintain 
that the Post Office of this Nation should be operated on a self-sustain- 
ing basis. 


VIII. THE NEED FOR MODERNIZATION 


There is another problem of the Post Office which should be con- 
sidered when talking about our financial situation. I am referring to 
the need of a modernization program. 

Over the past 20 years, the Post Office has experienced an increase 
of almost 250 percent in mail volume while its Government-owned 
buildings have remained virtually unchanged. As a result, its physi- 
cal plant has grown obsolescent and inadequate. Our expenditures on 
our postal buildings are not keeping up with their deterioration and 
our need for expansion. 

In many cities we have completely outgrown these buildings. In 
some localities we are handling mail on the sidewalks regardless of 
weather conditions. In hundreds of post offices, postal w vorkers are 
hampered by poor lighting, antiquated equipment and insufficient 
space. Under such hi andic aps, morale and efficiency suffer, and only 
through exceptional efforts is the American public afforded adequate 
mail service. 

A few post offices have already been renovated with the limited funds 
at our disposal. The resulting experience proves beyond doubt that an 
investment in modernizing postal facilities brings an immediate return 
in better mail service. 

A comprehensive survey has now been completed of the Depart- 
ment’s building and modernization needs. This is explained on chart 
15. A 5-year program has been developed but not yet activated. The 
annual cost to accomplish this program would average about $133 
million but for the first year cost would be somewhat less than that. 
In my report to the President dated Janu: ry 30, 1956, I informed 
him that the rate proposals now under consideration would provide 
$5614 million above the estimates included in the 1957 budget. The 
enactment of these proposals would provide funds to begin the modern- 
ization program during the next fiscal year. 

This program should pay dividends in improved operating effi- 
ciency and employee morale. By increasing postal rates, adopting 
sound fiseal policies and ratemaking proc edures, and by modernizing 
postal facilities, the Congress will have insured the American people 
that heavy postal deficits are a matter of history. 


IX. CONCLUSION 


I have appeared before you today because the task which we have 
undertaken cannot be completed without your help. The issues at 
stake involve more than fiscal responsibility. There is a moral issue 
as well. We cannot, in good conscience, continue to burden the tax- 
payer for services rendered to others. We should not—as responsible 
members of the Government—allow the problem to fester in the hope 
that it will be cured by future administrations. We should, in my 
judgment, put an end to the practice of saddling generations yet un- 
born with the cost of today’s postal services. 
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For our part, we intend to continue our efforts to increase our effi- 
ciency and to further reduce our costs. But a half-billion dollar 
deficit is not a problem which can be met in this way. 

This has been recognized by the Committees on Appropriations of 
the House and the Senate. House Committee Report No. 1743, dated 
February 3, 1956, in referring to the cost of handling the mails, 
stated : 

* * * it is obvious that the presently established rates are woefully inadequate 
to compensate for such necessary expenditures. 

I should also like to quote a brief passage from Report No. 1624 of 
the Senate Committee on Appropriations dated March 6, 1956: 

Regardless of any additional economies which might be effected in the opera- 
tion of the Department, there will still be a need for additional revenues and 
this committee urges the Committee on Post Office and Civil Service of the 
Senate and the Members of the Senate to give diligent attention to the problem 
of increasing postal revenues if the Department is to be placed on a sound fiscal 
basis while carrying out its service responsibilities to the people. 

The proposals before us are neither political nor partisan in nature. 
Sound financial management is the common responsibility of all who 
hold public office regardless of political affiliation. I might add that 
every postal rate adjustment enacted in previous years has received 
support from both sides of the aisle. 

I might add, too, that the rates which we have adjusted under our 
own authority have been well accepted by the public. 

I am deeply appreciative of the courtesies which the members of 
this committee have extended to me today. I wish to thank each of 
you individually for this opportunity to appear before you. 

(The charts referred to are as follows:) 
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CHART 24 
Millions of Dollars 
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The Cuarmman. Thank you, General Summerfield. I think that 
the committee should hear from other members of your staff who 
desire to make statements before the members of the committee ques- 
tion any of you, including yourself. So if you will just present the 
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other members of your staff who desire to make statements, the com- 
mittee will now hear them. 

Mr. Summerrie.p. I would like to present the Deputy Postmaster 
General, Mr. Maurice Stans. 


STATEMENT OF HON. MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL OF THE UNITED STATES 


Mr. Stans. Mr. Chairman and members of the committee, 3 years 
ago I had the privilege of appearing before this committee, as an 
independent accounting consultant, to report on the cost-accounting 
system of the Post Office Department. Today I am pleased to appear 
before you again, this time as an official with the Department. I 
would like to review and bring up to date the information which I 
gave to the committee in 1953. 

Since 1925 the Post Office Department has operated a cost-account- 
ing procedure known as the “cost ascertainment system.” In most of 
the hear ings on postal rates that have occurred since then, it has 
occupied a large part of the attention of witnesses appearing in 
opposition to postal rate increases. 

| think my testimony here will be best understood if I made these 
points clear at the outset 

(1) It is now well established that the cost-ascertainment system of 
the Department is reliable, as a system of allocating the costs of the 
Postal Service. 

(2) The cost-ascertainment system is not offered as a final formula 
for setting rates; it is merely an initial yardstick that can be very 
helpful in ratemaking, if properly used. 

My objective today is to demonstrate how it may effectively be used 
by this committee to evaluate the Department’s rate proposals. 


DETAILS OF COST ASCERTAINMENT 


First let me restate briefly the purposes, the results, and the limita- 
tions of cost ascertainment in the same terms in which I described 
them to this committee in 1953 after a very thorough study of the 
system that I made at that time. 

Cost ascertainment is no more and no less than an effort to measure, 
by accounting and statistical means, (1) the revenue realized from each 
class of service, (2) the incurred costs chargeable to each class of 
service, and (3) the difference between revenues and allocated costs 
for each class of service. 

The methods employed in charging costs to each class of service are 
very simple in principle. They comprise what is technically known 
as a system of determining “fully allocated costs.” Under this system 
the dollars of expenditure of the Post Office Department for each 

‘ategory and each location of expense are prorated over the mail serv- 
ice and special services, according to the “use” of the postal personnel 
and facilities by each class of service. In actual application, that 
principle, of course, involves a vast maze of intricate details. It re- 
quires the use of ratios established by statistical sampling and other 
research, at regular intervals, to give effect to such factors of cost as 
are variable with working time, ‘number of pieces, weight, distance 
and other measures. The cost allocations produced in this way em- 
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ploy the same general techniques and the same exercises of judgment 
as those employed by private industry, and are in no way inconsistent 
with business practices. 

The mechanics of analysis that are used in cost ascertainment are 
extensive. I do not propose to go into them in detail at this time, but 
would like “ incorporate here in my testimony, by reference, the fuller 
explanations that T gave before this committee in 1953. Except for a 
few subsequent changes of minor and insignificant nature, those ex- 
planations today are still correct and valid. 


COST ASCERTAINMENT IS SUPPORTED 


At the conclusion of the 1953 rate hearings this committee, in its 
majority report, said this: 

In periodic and exhaustive independent scrutiny and analysis by professional 
accounting and statistical organizations through the years the application of 
the basic cost-ascertainment concepts and techniques have been sustained and 
the substantial accuracy of the figures established * * *. The statistical in- 
formation used and the judgments exercised in cost ascertainment appear to 
be reasonable, and the methods actually were not seriously challenged at the 
hearings. 

The minority report of the committee did not question this conclusion. 

Subsequently, in 1954, a nationally known accounting firm retained 
by the advisory council to the Senate Committee on Post Office and 
Civil Service undertook a comprehensive study of the cost-ascer- 
tainment system. With only one minor reservation as to whether 
the fieldwork was being adequately supervised at the time, this ac- 
counting firm approved the cost-ascertainment system as providing— 
an acceptable allocation * * * of expenditures over the various classes of mail 
and services. 

There were, however, some witnesses in the 1953 hearings before this 
committee who did challenge the accuracy of the cost-ascertainment 
reports. Following the conclusion of the hearings, the Post Office 
Department addressed an invitation by letter to each of those persons 
to come into the Department with their own professional accounting 
advisers and review the system in detail. Only 2 or 3 took advantage 
of this invitation and none of these afterward expressed any signifi- 

cant difference of opinion regarding the ways in which the cost-as- 
certainment procedures were conducted. 

Perhaps as a result of these various occurrences, the number of 
questions about cost ascertainment has diminished since 1953 almost 
to the point of disappearance. And those that do appear are not about 
the system at all, but about the way it is used. 

I would like to sum up, therefore, this first phase of my statement 
about postal cost ascertainment: The mechanics of the system are 
now well known; they have been refined from time to time as condi- 
tions have changed; they have been thoroughly studied and investi- 
gated by many experts through the years; and they have received so 
many authoritative endor sements that the committee should be able 
to accept the cost-ascertainment reports as entirely valid and reliable. 

Therefore, I would like to express the hope that if any witness 
before the committee challenges the way in which the cost-asc ertain- 
ment figures are compiled, he be asked to state specifically and in 
what degrees he believes the procedures are incorrect, so that we may 








Ve 


I 
f 
d 
l- 


1 


POSTAL RATE REVISION 39 


have an opportunity to reply to any such statements in the course 
of these hearings. 


HOW TO USE COST ASCERTAIN MENT 


Now we come to the second part of the discussion of cost ascer- 
tainment, which is the manner in which the cost-ascertainment figures 
should be used. On this point of principle, there is surprising agree- 
ment between the Post Office Department and many of the regular 
opponents of postage increases. As late as January 1956 the Magazine 
Publishers Association publicly stated that- 
no small part of the almost impenetrable confusion existing today over postal 
costs and rates, “deficits” and “losses” is traceable not so much to the * * * 
cost ascertainment * * * system as to the way it is used. 

The prime weakness of the cost ascertainment as the basis for ratemaking 
is that under it expenses are allocated with no regard whatsoever for such 
major considerations as the speed and value of the service, the preferment and 
deferment of different classes of mail, the ability of the users to pay, and the 
value to the public welfare of the mail carried. These are, of course, intangible 
factors and Congress must measure and declare their weight as basic factors 
in ratemaking. 

The agreement is one which I expressed in these terms in the 1953 
hearings: 

The cost-ascertainment system does not of itself provide an automatic and 
infallible formula for fixing postage rates. It was not intended to do that. No 
business can fix its prices solely by reference to costs; neither can the Post 
Office Department. 

The reason for this is clear. The cost-ascertainment procedure does 
not take into account such int: angible factors as: (1) the priority 
which may be given to any one class of mail or service over another 
and (2) the relative values of the various services to the public, or 
the relative instrinsic values of items handled. 

These and other intangible factors that are pertinent for ratemak- 
ing purposes do exist. However, they are not subject to accounting 
or statistical measurements and, therefore, are not properly part of the 
cost accounting system itself. 

When I appeared before this committee in the last postage hearings 
T made the following analogy. When a packing plant buys a steer 
it knows the cost on the hoof and the cost of processing. The com- 
pany cannot recover the total cost by charging the same price for every 
pound of meat, since certain cuts are clearly more desirable and there- 
fore more valuable than other cuts. Therefore, the brisket is priced 
below the average per pound of the entire steer, while the steak is 
priced above the average. 

The same pricing principle explains why night letters are cheaper 
than day telegrams and why crushed rock is transported by the rail- 
roads at lower rates than machinery. 

Such modifying value-of-service factors may and should properly 
be taken into ‘account in est: ablishing policy in ratemaking for any 
utility or public service. The extent to which they should be taken 
into account, if at all, is a matter of judgment, to be determined by 
the body having rate-fixing authority. 

If it is determined that the lesser — value or the deferment 
in handling, or differences in ability to pay, or other appropriate fac- 
tors, entitled one operation to lower rates Seiden by discount- 
ing the allocated full costs, then the amount of that discount shall 
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be borne by the service which is more valuable and receives preferred 
attention, especially if a breakeven operation is to be achieved. 

Beyond that point, the Congress may wish to subsidize any one 
of the postal services in whole or in part, as a contribution to the 
public welfare. Such subsidies now exist, for example, in the case 
of mail for the blind, local newspapers delivered within the county, 
and mail originating with certain classes of organizations. 


DIFFERENTIAL PRICING 


In concluding my testimony before this committee in 1953, I sug- 
gested that the cost-ascertainment reports could be used in rate con- 
sideration by adjusting the figures for each class of mail to reflect 
the committee’s ideas as to how these intangible factors should be 
evaluated. I proposed that this might be done by asking these three 
aX questions : 

(1) What percentage of discount from cost should be allowed to 
second-class mail for the factors of lesser value and service ? 

(2) What percentage of discount from cost should be allowed to 
third-class mail for the factors of lesser value and service ? 

(3) What portion of the dollars of discounts granted to other classes 
of mi nil for lesser value or service should be recovered on first-class 
mail for the greater value it represents and the preferment it receives / 

That was about the conclusion of my statement in 1953, 

At the time there were no specific suggestions by the Post Office 
Department or by any other witness as to how these questions might 
be answered. After the conclusion of the 1953 legislative session, it 
seemed to the Department that it should undertake the responsibility 
itself of offering proposed answers to these questions for the future 
consideration of this committee. Accordingly, the then Deputy Post- 
master General created a Committee on Cost Allocation, made up of 
representatives of all operating bureaus of the Post Office Department, 
to study and report upon the matter of actual service preferences and 
deferments given to the various classes of mail, and to express a judg- 
ment as to the measure of the other factors pertinent to ratemaking. 
This committee rendered a report on January 27, 1954, expressing its 
conclusions. 

These conclusions were that a fair consideration of all of the factors 
pertinent to ratemaking should require second-class mail to produce 
current revenues suflicient to recover 50 percent of the costs assigned 
to it under the cost-ascertainment system; that third-class mail should 
currently recover 75 percent of its costs; and that the total of these 
differences should then be reallocated to first-class mail and domestic 
airmail in recognition of their higher service and value factors. In 
applying this formula it was assumed that any costs not recoverable 
on the so-called special services should be borne by the mail services; 
and fourth-class mail—which is transportation rather than a commu- 
nication service—and international mails should each continue to pro- 
duce revenues sufficient to recover 100 percent of allocated costs. 

This is the principle of differential pricing, commonly used and 
recognized in railroad and utility ratefixing. 
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SPECIFIC ILLUSTRATION 


In its cost-ascertainment report for fiscal 1955 the Post Office De- 
partment has submitted separate tables, applying this proposed for- 
mula to the costs, in order to develop for this committee an illustrative 
statement showing the revenues that should be recovered from each 
class of mail. A copy of this statement is now before you. It is the 
last page of the document that you are reading. 

I would like to undertake to ‘explain what it is intended to show. 

Now it is very important that the committee understand that I 
present this ts able as one proper approach to the application of rate- 
making principles to the cost ascertainment reports. I do not in the 
least suggest that this is the only such approach or formula that could 
be applied. ‘There are many variations of this formula that could 
be developed, depending upon an individual’s judgment of the rate- 
making factors. The members of this commitee, or the Congress as 
a whole, may well have different ideas as to the percentage of full 
cost that second- or third-class mail should pay, or as to any of the 
other percentages applied. For my part, I present it to the committee 
as a reasoned and considered expression of the judgment of competent 
postal officials as to these matters. 

In the first column of the table are shown the actual costs for fiscal 
year 1955 allocated to each class of mail according to its use of postal 
facilities and personnel. That is under the cost ascertainment system 
as it has been operated for some 30 years. Since there have been sub- 
sequent cost increases amounting to about $150 million a year, by 
reason of Public Laws 68 and 94, the wage bills, that were only par- 

tially effective in 1955, these projected increases are shown in the 
second column, and the result of combining the two is shown in the 
third column. 

The third column shows the projected costs based on 1955 experience, 
but adding to it the wage increases that fell in 1956. 

For example, for first-class mail, the first figure on the table, the 
1955 cost is $905.5 million. Using the prince iple and mechanics of the 
cost ascertainment system, $55.9 million of the wage increases effective 
in 1956 is allocated to this class of mail. That is the first figure in the 
second column. Making a total projected 1956 cost level of $961.4 
million on the same volume of first-class mail. That will be our 1956 
costs on first-class mail if the volume remains the same. 

In the fourth column, adjustments are made for the intangible 
factors which are not taken into account in the cost figures, according 
to the formula advanced by the Department’s Committee on Cost 
Allocation in its report of January 27, 1954. For illustration, third- 
class mail costs of $469.4 million in the third column are reduced in 
the fourth column by 25 percent, or $117.4 million, in consideration of 
the lower value of this class of mail, the deferred handling which it 
receives, and other ratemaking factors. A revenue need of $352 mil- 
lion is thereby established for this class of mail. A similar computa- 
tion is made on second-class mail, producing a revenue requirement of 
50 percent of the projected 1956 cost. First-class mail and airmail 
are then charged with the sum of the reductions granted to the second- 
and third-class mail—and the loss on special services—in recognition 
of the fact that these are the premium services and get preferred 
attention and, therefore, should bear more of the cost. 

The 1955 revenues are shown in the sixth column for each of the 
classes of mail and services. By comparing these amounts with the 
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revenue requirements shown in column 5, there is determined in the 
last column the deficiency in revenue for each class of mail under this 
formula. These are amounts of revenue to be supplied by rate in- 
creases if the Post Office Department is to be made more nearly self- 
supporting. The postal rate bill before the committee does not 
precisely reflect these amounts because the proposals in it were inde- 
pendently determined. However, proposals in the rate bill, with the 
exception of those on second-class mail, are closely consistent with the 
results shown by the application of this independently arrived at 
1954 formula. 


CONCLUSIONS 


As I said at the beginning of this statement, I hope the committee 
will evaluate and use the cost ascertainment reports in terms of these 
conclusions : 

(1) The cost ascertainment reports of the Post Office Department 
are reliable. No authoritative source has ever successfully disputed 
this. 

(2) The cost ascertainment reports were never intended to be the 
sole determinant in fixing postal rates. They are merely the starting 
points. 

(3) Proper use of the cost ascertainment results in ratemaking re- 
quires that they be adjusted for the intangible service factors that cost 
accounting cannot measure. 

(4) I have presented the Department’s suggestions as to how these 
intangibles may properly be measured. It is for the committee or 
the Congress to say whether they are reasonable, or to adopt 
alternatives. 

There is one more point that IT want to make. The soundness and 
validity of the Postmaster General’s rate proposals do not depend 
upon your accepting this cost accounting approach. While it sup- 
ports the proposals, it is not the sole or even the most important sup- 
port for them. It should be gratifying to the committee, however, as 
it is to me, to see that the logic of the proposals is borne out by the logic 
of this method of using the accounting data. 

(The chart referred to is as follows: ) 


Application of cost ascertainment report to postal ratemaking 


{In millions of dollars] 


ascertainment system Allow- Current 


— 4 _ — ance for | revenue 1955 a na 
@SS OL Service | Pa a intangible! require- | revenues | “&™® 
| 1955 | F rojectec P 


| Cost allocations by cost- 


| rojected | factors revenues 


| increases 





ment | 
| 





| 

| 

actual in costs | costs 
II a a oe ee 

| | 
Ist-class mail__- | $905.5 $55.9 | $961.4 | +$290.1 | $1,280.5 | $967.8 $292.7 
Domestic air mail 122. 3 4.9 | 127.2 | +39.6 | 166.8 | 142.6 24.2 
2d-class mail aR] 16.0 314.7 | —157.4 | = 157.3 | 65.7 | 91.6 
3d-class mail “es 441.5 27.9 | 469.4 —117.4 | 352.0 | 269. 5 82.5 
Subtotal : 1, 768.0 104. 7 1, 872.7 +63. 9 1,936.6 |) 1,445.6 | 491.0 
4th-class mail 593. 1 22.5 615. 6 615.6 595.1 | 190.5 
International mail 75.9 2.4 78.3 |-- 78.3 82.8 (4. 5) 

Special services ; 236. 4 14.3 250. 7 —63.9 186. & 186.8 |... 

All other services cases 38.8 3.8 42.6 42.6 39, 2 3.4 
POS ccustaun 2, 712. 2 147.7 2, 859.9 |... 2, 859. 9 2, 349. 5 2510.4 


1 Includes a deficiency of approximately $15.7 million in books and mail matter for the blind. 
2 Consists of actual postal deficit of $362.7 million for fiscal 1955, plus projected increases of $147.7 million 
in new costs only partially effective in 1955. 
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The Cuarrman. Thank you, General Stans. 
Mr. SumMerFIeLD. I would like to have the Assistant Postmaster 
General, Albert Robertson, present his statement. 
The Cuarrman. We are very glad to hear from General Robertson. 


STATEMENT OF ALBERT J. ROBERTSON, ASSISTANT POSTMASTER 
GENERAL AND CONTROLLER OF THE POST OFFICE DEPARTMENT 


Mr. Rosertson. Mr. Chairman and ladies and gentlemen, my testi- 
monv is rather extensive and somewhat technical. Therefore, with 
vour permission I should like to file a written statement, but I should 
like A to briefly comment on the features of title I of this bill. 

The CuarrmMan. That may be done, General. 

(The statement is as follows:) 


STATEMENT OF ALBERT J. ROBERTSON, ASSISTANT POSTMASTER GENERAL AND 


l CONTROLLER 

Mr. Chairman, ladies and gentlemen of the Committee on Post Office and Civil 
> Service, Postmaster General Summerfield has already stressed the Department's 
: need of rate adjustments. He has shown that additional revenue from rate 


increases will accrue to the advantage of the American people through reduc- 
tion of the postal deficit and improved service from a postal modernization 
- program. 

t Before discussing specific provisions of H. R. 9228 it should be noted that 
postal rate increases are not being requested for certain categories of mail 
In general, the rates of postage applicable to mailings of nonprofit organizations 
remain unchanged. Also no recommendations have been made to increase the 


r rates for postal and post cards, drop letters, library books, controlled circulation 
t magazines, and within-county rates for second-class matter. A more detailed 
listing of the rates not affected appears in the written testimony. 

1. Post and postal cards. 
1 2. Drop letters. " 
1 3. Publications of religious, educational, scientific, philanthropic, agri 


a cultural, labor, veterans’ or fraternal organizations or associations not 
organized for profit and none of the net income of which inures to the 
benefit of any private stockholder. 

» 4. Religious, educational, or scientific publications designed specifically 
C for use in school classrooms or in religious instruction classes. 

5. Within-county delivery of second-class publications. 

6. Third-class matter when mailed by religious, educational, scientific, 
philanthropic, agricultural, labor, veterans’ or fraternal organizations or 
associations not organized for profit and none of the net income of which 
inures to the benefit of any private stockholder. (The bill provides for 
an increase of $10 per year in the bulk mailing fee which will apply to all 

~ applicants. ) 

7. Controlled circulation publications. 

8. Library books. 

The rate proposals of the Department will result in fair and equitable increases 

on the major classes of mail. As you may recall, the President stated last year, 

“It is desirable that the rates governing each class of mail be advanced in fair 

proportion.” As indicated on chart 16 the increases on second and third class 

are approximately 27 and 29 percent, respectively, while the increase on first 

7 class is only slightly more—31 percent. These relatively uniform increases on 

each major mail class indicate that no one type of mail patron is being requested 
to pay more than an equitable proportionate share. 

Now I should like to direct attention to the provisions of title I which deal 


0 with the proposed changes in postal rates. 
FIRST-CLASS MAIL 
4 
ry Section 102 of the bill increases the letter rate from 3 to 4 cents an ounce. 


This 1-cent increase will produce about $296 million in additional revenues an- 
nually. 


on 75403—56———_4 
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In making this recommendation the Department is fully aware of the impor- 
tance of letter mail to the American economy. But the facts in support of a 
letter-rate adjustment are so overwhelming that action should not be delayed. 

While costs were rising rapidly in the postwar era postal rates for the Depart- 
ment’s prime service—letter mails—remained unchanged. In fact, the letter 
rates of today are the same as they were in 1932, almost a quarter of a century 
ago. 

As a result of rising costs and unchanged letter rates, the spread between first- 
class revenues and costs has narrowed until today it is at an all-time low. The 
decline will continue in 1956 and 1957 because of recently enacted pay and 
fringe benefit legislation which add over $75 million to the 1954 costs of handling 
first-class mail. 

Let us compare the situation of today and the immediate future with that 
of 1932 when Congres approved the 3-cent letter rate (chart 17). 

In 1932 revenues had declined to 112 percent of allocated costs. To protect 
the revenue position of the Department, Congress increased the letter rate to 
8 cents. The following year revenues went up to 146 percent of costs and during 
the period between 1934 and 1945, averaged 153 percent. 

By comparison, in fiscal 1955 revenues were only 106 percent of costs. When 
the full cost of recent pay legislation is reflected in departmental expenditures 
revenues from first-class mail will actually fail to cover expenses. 

From the viewpoint of a soundly financed post office to allow first-class mail 
to operate at a loss would be fiscal folly. Each letter bearing a 3-cent stamp 
now adds to our deficit. Anticipated increases in first-class volume would simply 
add another increment of burden on the taxpayer. Our prime postal service 
would become a discount operation to add further to the deficits of second- and 
third-class mail. 

As is also indicated on chart 17 a 1-cent letter rate adjustment will only par- 
tially restore the differential which Congress has heretofore maintained. Rey- 
enues will be only 130 percent of costs in 1957—well below the prewar average 
of 153 percent. 

The differential between first-class revenue and costs has been frequently 
called a profit by opponents of rate increases. This excess is not a profit. It 
simply reflects other ratemaking factors which must be considered in establishing 
fair and reasonable rates. 

It is difficult to believe that Congress in 1932 increased letter rates from 2 to 3 
cents for a “profit” motive. This action was taken to protect the revenue 
position of the Department. The need is even more urgent today. 

The reasonableness of the Department’s proposal to increase the letter rate by 
1 cent can also be justified by reason of changing unit costs since the 3-cent rate 
became effective in 1932. 

In 1932 the average expense per piece of first-class mail was 1.9 cents. In 
fiscal 1955 it had increased to 3.15 cents: if all costs of recent pay and fringe- 
benefit legislation had been in effect over the full year, unit costs would have 
been 3.35 cents. 

We are requesting only a 1-cent per ounce adjustment in rates which is less 
than the increase in unit costs since 1932. Certainly this is a reasonable proposal. 

The figures just cited also indicate another important fact. With present unit 
costs the Department is now losing money on each letter bearing a 3-cent stamp. 

The 1-cent increase in letter rates will add $295.7 million to postal revenues, 
but will hardly he discernible to the average American family. It is to be 
noticed on chart 18 that 75 percent of first-class letters and packages originate 
with commercial users and the remaining 25 percent with individuals. On a 
per capita basis the increase can be measured in pennies, about 4 cents a month, 
and on a per family basis about 15 cents a month. This increase seems fair and 
reasonable in light of the value received. The American public apparently 
agrees with this view as indicated in many recent polls of public opinion. 


AIRMAIL 


Section 108 of the bill increases the rate on airmail letters from 6 to 7 cents 
an ounce. This adjustment would produce additional revenue of $16.4 million. 

The volume of airmail handled by the Department has increased tremendously 
over the last two decades. In terms of pieces handled, volume in 1955 was 17 
times as great as that of 20 years ago. This was by far the largest increase of 
any class of mail handled by the Department. 
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It is anticipated that airmail volume will continue to grow. But it must be 
remembered that as airmail assumes greater and greater importance in the 
postal system, the more important will be the effect of airmail rates on the overall 
revenue position of the Department. In terms of our revenue needs, the cost of 
handling, and the value of service, it is apparent that the 6-cent airmail rate 
is inadequate. 

In 1955, revenues from domestic airmail letters were about $99 million, ex- 
penditures were about $98 million, leaving an excess of revenue over expenditures 
of only $1 million. This is inadequate for a premium service and does not 
properly reflect other valid ratemaking factors. 

In regard to these other ratemaking factors, let me point out that airmail 
signifies much more than simply carrying mail from point to point by air. Air- 
mail receives special handling and priority of dispatch from the moment it is 
received in the post offices until time of delivery. When an airmail stamp is 
put on a letter it automatically serves to set into motion the most expeditious 
handling the Department can provide. 

A 7-cent airmail letter rate and a 4-cent surface rate would retain the 3-cent 
differential that now exists. The Department believes this differential is sound 
and should be retained at this time pending future developments in air trans- 
portation. 

SECOND CLASS MAIL 


Section 104 of the bill adjusts certain second-class rates. Second-class mail 
consists primarily of magazines and newspapers. 

In paragraph 1 of this section there are listed the proposed outside-of-county 
pound rates for editorial and advertising matter. The bill outlines the rates 
that would be in effect after each of the two-step increases. These rates have 
been stipulated in pennies and fractions to avoid the complex figures that would 
result from across-the-board percentage increases. Each step increase, however, 
will approximate a 15-percent advance over the present rate level. 

Paragraph 2 of this section increases the minimum piece charge from 4 cent 
per copy to 44 cent on second-class matter traveling outside the county of origin 
kxempted from this increase are within-county mailings, certain matter intended 
for religious or classroom use, and mailings of designated nonprofit organizations. 

Paragraph 3 of section 104 makes a small change in the rates applicable to 
transient second-class matter. This consists principally of sample copies mailed 
by publishers in excess of a 10-percent allowance and copies mailed by the public 
The present rates are 2 cents for the first 2 ounces and 1 cent for each additional 
2 ounces. The proposal adjusts the rate on the additional 2 ounces from 1 cent 
to 1% cents. This change would produce additional revenues of about $800,0U0 
which will enable transient publications to pay their way. 

The proposed adjustments in the rates for publishers’ second-class mail will 
produce additional annual revenues of about $16 million. Of this amount the 
change in outside-of-county pound rates will produce approximately $15 millior 
With the remaining $1 million coming from the increase in the minimum per copy 
rate. 

That the Department’s rate proposals are moderate is supported by the facts 
‘elating to second-class mail. These facts tell a depressing story of increasing 
costs, lagging rates, and growing deficits. 

On chart 19 average per pound costs and revenues since 1932 are shown. Note 
that the average revenue per pound has remained almost constant while costs 
have mounted. In fiscal 1955 the average cost for each pound of publishers’ 
second-class mail was 11 cents; the average revenue was less than 2% cents. The 
next chart, 20, tells the same story except that average revenues and costs per 
piece, rather than by the pound, are shown. Notice how costs have increased 
while revenues lagged behind to the point that allocated costs exceed revenues by 
about 3144 cents per piece in fiscal 1955. This increasing spread between unit 
costs and revenues would, in itself, cause an increase in the second-class deficit. 
But the number of pieces and pounds of publishers’ mail handled by the Depart- 
ment has also increased significantly in the last decade. On chart 21 it will 
benoted that the Department handled a billion more pieces and a billion more 
pounds in 1955 than in 1946. 

The widening spread between unit costs and revenues multiplied by increasing 
volume resulted in growing second-class deficits. As shown on the next chart, 
22, the spread between 1945 through 1955 aggregated over $2.1 billion. By way 
of comparison the spread was less than $1 billion for the period 1932 to 1942 
inclusive. 
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Much has been and again will be made of the three 10-percent increases in 
second-class rates voted by Congress in 1951. To see the full picture let us 
look at what has happened to second-class rates since 1932. Since that year 
there has been an overall increase of about 3 percent, but the zone rates for 
advertising matter applicable today are actually below those of 1932, as shown 
on the next chart, 23. 

An analysis of second-class expenditures and revenues in fiscal 1955 reveals 
some interesting facts. As shown on the next chart, 24, expenditures amounted 
to almost $299 million while revenues were approximately $66 million—leaving 


a difference of $233 million. The chart also shows the breakdown of expenses 
as follows: 





Millions 

PU IORNGRRR Sock ote see aceee stains ca cee $55. 7 
Is OID SS i hte a ea Bo 5 ee 
NN NN a a 56. 6 
Ne aha so ds hls ta Aa dncdaes wala ced a ice cee ata aca tes enn Spat 69. 0 
PIRI AE OR I NI A i i cab cre oa eer tacoma 22.8 
PrP nO, SUM AN i a a on ecclesia Seba e 21.9 
Sc a a i ad 298. 7 


Please note that the revenue from second-class mail little more than covers 
the transportation expense of $55.7 million, not including the $22.8 million for 
salaries of workers in the postal transportation service. If any reasonable part 
of these salaries were included there would be nothing left to cover the other 
costs of handling the large and ever-increasing volume of newspapers and 
magazines. 

It is frequently alleged that the large loss of second-class mail results from 
the losses sustained from the special rate publications. These include publica- 
tions of nonprofit organizations, those for specific use in school classrooms or in 
religious instructions and those which are delivered free within the county of 
publication. If the losses allocated to all of these categories in 1955, however, 
are fully excluded (see the accompanying table), there still remains a loss differ- 
ential between allocated costs and revenues of more than $172 million on pub- 
lishers’ second-class mail. 


Publishers’ second-class mail, fiscal 1955 














Revenue Allocated Excess of 
costs 
_ - =n 
Exempt publications - 344.40 (e) : F ; z $4, 542, 667 $48, 812, 314 $44, 269, 647 
5 percent or less advertising : : EE ah Pees 1, 589, 667 13, 190, 339 11, 600, 672 
Daily newspapers.. 3 : eee 14,711,828 | 75, 271, 192 60, 559, 364 
Newspapers other than dailies ; | 2, 403, 331 22, 754, 434 20, 351, 203 
Magazines and periodicals of general interest awe | 28, 251,356 85, 602, 873 57, 352, 517 
Agricultural, business, professional publications. | 6, 882, 915 | 30, 285, 228 23, 402, 308 
Religious, educational. welfare. ___ ace 3 | 214, 883 | 2, 132, 667 1, 917, 784 
Exempt classroom A cased ceseeenul 386, 366 | 2, 250, 018 1, 863, 652 
Total Se ae | 58,983,013 | 280, 300, 160 | 221, 317,147 
Free-in-county _- : _| 18, 329, 107 | 13, 329, 107 
Miscellaneous revenues and expenditures apportioned seoes 3, 110, 518 | 1, 347, 230 A — 1, 763. 288 
Publishers’ returned, Jabel 3579_..-_.......--..--- ira 829, 438 | __- — 829, 438 
Total 2d-class mail (excluding transient) -_ 62, 922, 969° 294, 976, 497 | 232,053, 528 
Eliminate total loss contributed by publications and organiza- 
CIR TIT II Bi vind oss iin ce iii c hed] cece cisxeneoes aie ----| | 59, 462, 406 
ENT RINNE ge crcndaansewneekanavencsuee os Jascdctcuaaceeganeoubelenecenseuabouny ~ Seen 











1 Includes $44,269,647 from exempt publications, $1,863,652 from classroom publications, and $13,329,107 
from free-in-county. 


The figures showing the Department’s costs of handling second-class mail in 
1955, naturally, do not include all additional costs that will be allocated to 
second-class mail because of recent pay and fringe-henefit legislation. Of the 
total cost of this legislation which is estimated at about $200 million, approxi- 
mately $21 million is allocable to second class. 

The additional revenues from our rate proposals are estimated to be $16.8 mil- 


lion at the end of a 2-year period or about $4 million less than increased costs we 
have recently experienced. 
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There is only one conclusion to be drawn from these facts. Second-class rates 
are too low. 


THIRD-CLASS MATL 


The rate changes recommended for third-class mail are covered by section 105 
of the bill. This class of mail consists primarily of advertising circulars, mis- 
cellaneous printed matter, and merchandise weighing 8 ounces or less. 

On chart 25 is shown the present rates and the proposed changes which in total 
will produce additional revenues of approximately $77 million. 

Paragraph 1 ef this section covers the changes in third-class piece rates for 
circulars, merchandise, and miscellaneous printed matter and books and catalogs. 

Paragraph 2 increases the bulk mailing fee from $10 to $20 a year. This is 
an annual fee for the privilege of mailing third-class matter under lower bulk 
rates. 

Paragraph 3 adjusts third-class bulk rates from 14 to 16 cents a pound for cir- 
culars, merchandise and miscellaneous third-class matter with a change in the 
per-piece minimum from 1.5 cents to 2 cents. Also the pound rate for books and 
catalogs is increased from 10 to 12 cents with an adjustment in the per-piece 
minimum from 1.5 to 2 cents. 

Paragraph 4 of this section eliminates a proviso of the present law which 
would be no longer applicable. 

Paragraph 5 increases the minimum piece rate for odd sizes and forms from 3 
to 5 cents. This rate applies to third-class matter of unusual design or form 
which is frequently hard to handle. 

As indicated on chart 26 the cost of providing third-class service in fiscal 
1955 was more than $441 million while revenues were about $269 million or 61 
percent of costs. 

This revenue contribution is clearly inadequate. 

It will be even less adequate when the full impact of recent cost increases is 
realized. These additional costs are estimated to be more than $36 million. 
Without rate increases revenues will be only about 57 percent of costs. 

The Department’s recommendations will produce revenues to offset these 
additional expenses of handling third-class mail and to reduce the spread between 
fully allocated costs and revenues. After proposed rate changes revenues would 
then approximate 73 percent of costs. 

There are certain other facts pertinent to an increase in third-class rates: 

1. Bulk rates for advertising circulars were first established in 1928 at 12 cents 
a pound with a per-piece minimum of 1 cent. Since that time the bulk rate has 
increased only 2 cents a pound and the minimum charge per piece has increased 
only one-half cent. 

2. The overall percentage revenue increase requested of third-class mail is 
about 29 percent. The present 114-cent bulk minimum rate is 50 percent of the 
present 3-cent first-class rate. If our recommendations are followed to increase 
first-class rates to 4 cents and the bulk minimum to 2 cents, the 50 percent ratio 
will be retained. 

3. By far the largest portion of third-class mail is business mail consisting of 
advertising. No zone rates are applicable to third class. Under the proposed 
bulk rate an advertiser will be able to contact a prospective customer anywhere 
in the United States at a minimum charge of only 2 cents. 

4. Third-class business patrons organized for profit cannot rightfully expect 
that the present excess of expenditures over revenues be allowed to continue. 
Since 1946 fully allocated costs have exceeded revenues by more than a billion 
dollars. The gap between costs and revenues has continued to grow during 
the postwar period. The truth of the matter is that the rates for third-class 
matter—like those of other classes—have not kept pace with increased postal 
costs. 

BOOKS, FILMS, AND FILM CATALOGS 


Section 106 prescribes a small adjustment in the fourth-class rate applicable 
to books, films, and film catalogs. The present rate is 8 cents for the first pound 
and 4 cents for each additional pound. We are recommending that the rate for 
the first pound be increased from 8 to 10 cents while retaining the present rate of 
4 cents for each additional pound. 

This rate adjustment is not designed for revenue but is necessary to retain 
the relationship in the rates between shipments not exceeding 8 ounces and ship- 
ments of greater weight. Failure to increase the rate of postage on the first 
pound could create a situation wherein the rate charged for a shipment weighing 8 
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ounces would be 9 cents while one weighing twice as much would pay only & 


cents. 

In fiseal 1955 the expenditures for books, films, and -film catalogs were $32 
million, revenues were about $19 million, leaving an excess of expenditures over 
revenues of $13 million. The proposed rate increased will reduce the loss by 
only $1.5 million. 

No increase is recommended at this time in the present library book rate of 4 
cents for the first pound and 1 cent for each additional pound. 


SUMMARY 


The changes in rates proposed in sections 102 to 106, inclusive, of the bill are 
summarized on chart 27. Also shown on the chart are present rates of postage 
and the additional revenues which would result from the proposed changes. 


ADJUSTMENT OF GROSS RECEIPTS 


Section 107 is designed to maintain the present ratio of compensation to work 
performed by postmasters and certain other employees whose wages or allow- 
ances are based in part or entirely on the annual receipts of a post office. 

The bill provides that 85 percent of the receipts of each office be taken into 
consideration in determining the class of post offices and for purposes affecting 
compensation of postmasters and employees. This provision shall not operate to 
decrease the compensation or allowances in effect on the effective date of this 
bill. In fact, the bill may actually benefit fourth-class postmasters to some 
extent since an adjustment in receipts of only 15 percent is being recommended 
compared with additional revenues estimated as averaging 17 percent. 

Failure to adopt this provision would result in additional compensation to some 
postmasters and supervisors without any increase in the amount of their work. 


DATE OF RATE CHANGES 


Section 108 prescribes that the rates proposed under title I become effective 
July 1, 1956. 

I should like to call the committee’s attention to paragraph 2 of section 105 
which adjusts the third-class bulk mailing fee from $10 to $20 a year. The law 
now provides that the fee be paid on a calendar year basis while the proposed 
increase would be effective on the Ist of July. 

This would result in a situation whereby certain mailers would have to pay 
the increased fee for a part of the year while other patrons already holding 
permits would enjoy the lower rate for an entire year. 

It is therefore recommended that the effective date of this adjustment be 
changed to January 1, 1957. 


THE POSTAL RATES COMMISSION 


Now we come to title II of the bill which establishes a Commission on 
Postal Rates. 

The sections of this title are largely self-explanatory. They may be summarized 
as follows: 

Section 202 is merely for the purpose of defining some of the terms used in 
the bill. 

Section 203 is a policy declaration for the guidance of the Postal Rates Com- 
mission. Among other things it is provided that revenues should substantially 
equal the expenditures of the Post Office Department. This is designed to accom- 
plish two things: (1) That postal patrons pay for the value of the services they 
receive and (2) that Congress provide reimbursement to the Department for the 
cost of public welfare services and services performed for Government agencies. 

Section 204 concerns the actual organization and operational procedures of 
the Commission. It establishes a bipartisan, permanent, three-member Com- 
mission appointed by the President subject to Senate approval. To provide con- 
tinuity in ratemaking, provision is made for overlapping 7-year terms of office. 
There is also provision for a technical staff and clerical help. 

Standards of ratemaking are prescribed in section 205 and cover three general 
areas: 

1. Value of service.—The bill provides that consideration be given to the effect 
of a given rate on the volume of mail moving under that rate. This, in effect, is 
a measure of the value of the service to postal patrons similar in concept to 


* 
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value-of-service considerations incorporated in acts regulating transportation, 
communications, power and commerce in general. 

2. Quality of service—The value of communications services is based on a 
number of factors such as time, distance, weight, privacy, priority of service 
and security. All of these factors are incorporated into the postal rate structure 
with varying degrees of applicability. The relative importance which should be 
accorded each factor in establishing specific rates is a matter calling for the 
skilled judgment of ratemaking specialists. 

3. Development of postal facilities —The bill recognizes as a rate factor the 
need for adequate revenues with which to develop a modern and efficient postal 
system. 

Section 206 insures that the Postmaster General and all other interested par- 
ties will be afforded the right to petition the Commission for rate adjustments. 
The Commission is also authorized to conduct investigations, studies, and hear- 
ings on its own initiative and final decisions of the Commisson must be pub- 
lished. 

Section 207 outlines the procedures to be followed by the Commission in dis- 
charging its functions. This section insures all interested persons an oppor- 
tunity to present their views and requires the Commission to give due consid- 
eration to all relevant matters presented. 

The following and final section instructs the Commission to submit to Congress 
an annual report of its activities. 

Ll have only briefly outlined proposed rate changes and the provisions relating 
to the Postal Rates Commission. We are prepared to go into more detail if 
you wish. 

Thank you for your considerate attention. 

Mr. Roperrson. First, I should like to point out that in our rate pro- 
posals, the following categories will not be affected. No changes are 
proposed for post cards or postal cards. No changes are proposed for 
drop letters. None are proposed for publications of religious, educa- 
tional, scientific, philanthropic, agricultural, labor, veterans’, or fra 
ternal organizations not organized for profit. None are proposed for 
religious, educational, or scientific publications designed specifically 
for use in classrooms or in religious instruction classes. 

None are proposed for within- county delivery of second-class pub- 
lications, nor for third-class matter when mailed by religious, educa- 
tional, scientific, and other nonprofit organizations. None are 
proposed for controlled circulation publications or for library books. 

I should, however, like to outline briefly the changes that are pro- 
posed in title I of the rate bill. 

On first-class letters it is proposed that the per-ounce rate be in- 
creased from 3 to 4 cents, which will produce about $296 million of 
additional revenue. Domestic airmail letters would be increased from 
6 to 7 cents per ounce, which would produce $16.4 million. 

On second-class rates I shall not go into detail because you will find 
that on the second p: ge of the bill. For publishers outside of county- 
pound rates, there are 2 annual increases of approximately 15 percent 
proposed in each of aaah 2 years. 

There will not be a percentage increase. It will simplify the mathe- 
matics very much if, instead of having to multiply odd fractions by 
percentages we use a new schedule of pennies and fractions thereof. 
You will find this schedule in the bill itself. However, the effect of 
the 2 increases is approximately 15 percent each. The minimum per 
copy rate will be increased from one-eighth to one-fourth of a cent. 
Transient rates will be changed very slightly. The first 2 ounces of 
transient will remain at 2 cents, but the additional 2 ounces will be 
increased from 1 to’ 114 cents. 

The combined increase in revenues from second-class mail is esti- 
mated at $16.8 million. 
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The third-class rates are changed in several categories. The piece 
rate is increased on the first 2 ounces from 2 to 3 cents, the additional 
ounces from 1 to 114 cents. On books and catalogs the first 2 ounces 
have gone from 2 to 3 cents. On each additional 2 ounces the rate is 
now 114 cents. We are proposing 1 cent for each additional ounce. 

In the bulk rates the pound rate has been changed from 14 to 16 
cents. The piece rate is raised from 114 to 2 cents. For books and 
catalogs the pound rate has gone from 10 to 12 cents, and the piece 
rate from 114 to 2 cents. For pieces of odd size and shape the rate 
is changed from 3 to 5 cents. 

The annual bulk-mailing fee is being increased from $10 to $20 a 
year, 

The total increase in third class will be roughly $77 million. 

In fourth-class books, the first pound is being increased from 8 to 
10 cents and the additional pounds remain at 4 cents. The result will 
be an increase of about $1.5 million. 

The combined results of all changes are estimated at $407.4 million. 

If there are no questions, thank you, very much. 

The Cuarrman. Thank you, General Robertson. 

Mr. Roserrson. Thank you, gentlemen. 

The Cuarrman. Is that the case of the Department, General ? 

Mr. SuMMERFIELD. We have one other witness, Mr. Chairman. Mr. 
Parr is here. 


STATEMENT OF GILBERT J. PARR, TRANSPORTATION CONSULTANT, 
WASHINGTON, D. C. 


Mr. Parr. Mr. Chairman and members of the committee, my name 
is Gilbert J. Parr. I am a transportation consultant with offices in 
Washington, D. C. I have been engaged in transportation work 
since 1920. During the years 1920-39 I held various positions in the 
operating department of the Missouri Pacific Railroad. From 1939 to 
1950 I was Chief of the Cost Section of the Interstate Commerce 
Commission. From 1950 to 1952 I was employed by the Waterman 
Steamship Corp. as director of cost and economic research. Since 
that time I have been in consulting practice on my own account with 
offices in Washington. 

Since 1920 I have been engaged almost continuously in examining 
and analyzing various transport agencies’ operations, costs, and rate 
structures. My work has included detailed studies in almost all parts 
of the United States and Canada. 

The Post Office Department has asked me to analyze and prepare 
an independent and critical evaluation of its ratemaking processes 
used in its current proposal to increase rates and charges on its various 
classes of mail. The results of my investigation are as follows: 

I find that the proposals made by the Post Office Department to 
increase rates and charges conform with sound and proper rate- 
making principles and that the amount of the increase sought is 
justified on the basis of the revenue needs of the Post Office Depart- 
ment. My findings are the result of a detailed analysis and study I 
have made of the Post Office records, statements, and documents, and 
based on interviews I have had with Post Office officials. The rate- 
making concepts followed by other industries including railroads and 
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other transport agencies were also considered by me in arriving at 
the above findings. 
The factors used in making this determination are discussed below : 


POST OFFICE RATE PROPOSAL 


The Post Office proposal is to increase the rates on first-class mail, 
domestic airmail, second-class mail, third-class mail, and a minor 
category of fourth-class mail by varying percentages, effiective July 
1,1956. In the case of second-class mail, a second increase is proposed 
effective July 1, 1956. The revenue obtained under the present rates 
during the fiscal year 1955 and the revenue which would accrue under 
the proposed rates follow: 





TABLE I 
|Revenue (millions of dollars | Revenue increase 
Mail classification ) —_— 

| Fiseal year Afterrate | Millions of eran 

1955 increase | dollars Percentage 
Ist class $967, 8 $1. 263. 5 $905.7 1) e 
Domestic airmail. 142. 6 159.0 16. 4 11.5 
2d class : 65.7 182.5 16.8 25.6 
i. 5 269. 5 346. 5 77.0 28. 7 

1 The figure of $82.5 million reflects the revenues based on the proposed rates as of July 1, 1957. 


A comparison of the revenues based on both the present and pro- 
posed rates with the total costs determined under the cost ascertain- 
ment system adjusted to reflect current wage levels by classes of 
service and the ratio (percentage) of the revenue to the costs follows: 


TABLE II 


Total revenue (millions Percent revenue of total 
ollars , 
Total current of dollar cost 
Mail classification cost (millions io - ae ramen 
of dollars) | atpresent | Afterrate | At present | After rat 
rates increases rates increases 
Ist class _- i elves ce $961. 4 $967.8 $1, 263. 5 100.7 131.4 
Domestic airmail a a 127.2 142. 6 159.0 112. 1 125.0 
2d class_- oa. aie 314.7 65.7 82.5 2. 9 26. 2 
Od clans... ...2.- aaa shes mee 469. 4 269. 5 346. 5 57.4 73.8 


The justification offered by the Post Office Department for its pro- 
posals is that additional revenues are required for the purpose of 
reducing deficits from postal operations and that the proposed sched- 
ule of rates gives adequate recognition to costs and other important 
ratemaking factors such as priority, relative value of the service to 
the public, : and value of the items handled. 


THE NATURE OF THE PRICING POLICY USED BY THE POST OFFICE 
DEPARTMENT 


The proposed rates of the Post Office Department and, as a matter 
of fact, the present rates are based on differential charging; that is, 
charging rates which differ by larger amounts than are justified by 
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differences in the cost of service. This can readily be seen from the 
above table wherein the revenue based on the proposed rates ranges 
from 26.2 to 131.4 percent of total costs. 

This basis of ratemaking is commonly used to reflect differences in 
the kind or quality of service rendered to the users; the value to the 
users of the service; and the value of the articles handled. The ulti- 
mate result of such a rate scheme is to obtain from all services that 
revenue which will enable the agency to meet all of its costs and still 
permit the users to make full utilization of the services offered. The 
charging of differential rates is commonly used by industry, including 
the railroads. The railroads’ charges today reflect, almost without 
exception, this differential basis of rates. In many instances, if dif- 
ferential charging were not practiced, it would result in curtailing 
or drying up certain services and thus result in a revenue loss to the 
agency. 

There must, however, be a fine balance struck between the rates 
charged and the needs of the users so that maximum utilization is 
made by the user of the services offered and thus produce the needed 
revenue to the agency. If differential charging were not followed, 
it would result in a rigidity in the rate structure and would probably 
mean that maximum utilization of the services is not made, with a 
resultant decrease rather than an increase in revenue to the agency. 

The Post Office Department’s use of differential charging is there- 
fore justified since it results in all of the users of the service being 
benefited therefrom, and at the same time, protects the revenue needs 
of the agency. This basis is widely used by the railroads and other 
transport agenices with salutary effects on the free and unrestrained 
movement of the commerce of the Nation. 


POST OFFICE DEPARTMENT'S USE OF TOTAL COST FOR RATEMAKING PURPOSES 


The post office, in arriving at the schedule of proposed rates, has 
considered the cost of performing the service as well as other impor- 
tant ratemaking concepts; that is, the value of the service, the value 
to the users, and the value of the articles handled. 

The method employed by the post office in the fixing of the rate is 
to use the total cost ascribable to each service as a starting point. 
The total cost chargeable to the second-and third-class mail is then 
discounted by a judgment factor in order to take into consideration the 
deferment—of different value—in the service; the lesser value of the 
service to the user; and the lesser value of the articles handled as 
compared to first-class mail. The cost computed for the first-class 
mail is marked up to reflect the preferment in service, the greater value 
of the service to the user, and the greater value of the articles handled. 

An appraisal of the nature of cost is necessary to permit a full under- 
standing of the Post Office method in ascertaining that level of charges 
which will yield the required revenue and yet permit the free and 
unrestrained use of the service. The expenditures made by the Post 
Office in performing various services are similar to the costs incurred 
by industries and by railroads and other transportation agencies in that 
there are certain expenses which are of an out-of-pocket nature and 
other expenses which are of a constant or joint nature. 

The Post Office has not made a specific determination of its out-of- 
pocket costs separately from its constant costs. It has felt that such 
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a separation was not necessary since there has been such a wide vari- 
ance between the total cost and the revenue received, particularly as it 
concerned the second-class and the third-class mail. In its Judgment 
there was little doubt that the out-of-pocket cost of performing the 
service was above the revenue received for these classes of mail service. 
This reasoning is believed to be proper since, generally, the out-of- 
pocket costs for transportation agencies usually range between 70 and 
90 percent and there 1s reason to believe that these percentages meas- 
ure ina general way the percentage of the variability of the Post Office 
expenses. 

An examination of the expenditures incurred and the amounts as- 
signed and apportioned to the various services was made by me to 
confirm this judgment factor. 

My examination shows that a very substantial portion of the total 
expenses incurred by the Post Office is of a direct or out-of-pocket 
nature and thus can be directly assigned to individual services. It is 
this type of expense which would be eliminated if the service were 
discontinued. <A large portion, almost 60 percent of the Post Office 
expenses, is incurred for clerical, transportation, clerks, vehicle service, 
and transportation of mails, which expenses vary almost 100 percent 
with the volume of business handled. 

As to the remaining 40 percent of the expenses, while they are, to a 
lesser extent, affected by the volume of business, these expenses are 
variable or fluctuate to a considerable extent with the volume of busi- 
ness handled. While these figures are rough and reflect judgment 
factors, nevertheless they were formed only after a careful study of the 
nature of the expenses incurred by the Post Office. It is believed that 
if a detailed study had been made, it would not have resulted in 
substantially changing the percentages. 

There has been criticism made in the past by various parties of the 
cost-ascertainment system used by the Post Office in computing costs for 
various services. ‘The most common complaint is that such a basis does 
not show the incremental cost for performing each service. The infer- 
ence is drawn that the incremental costs are but a very small fraction 
of the total cost. This criticism is not a valid one. My analysis 
shows that, as I have previously stated, a very substantial portion of 
the expenses is of a direct or out-of-pocket nature and can be directly 
assigned to particular services. 

These expenses would be eliminated if the service were discontinued. 
If a proper out-of-pocket study is made, I believe such expenses would 
constitute a very large portion of the Post Office’s total expenditures, 
possibly as much as 70 to 80 percent. As I previously explained, 
percentages of this amount were determined as measuring the variabil- 
ity of expenses for the various transportation agencies in the United 
States and Canada. Many of these studies were made under my 
supervision and direction. 

Coupled with my knowledge of the nature of the expenses incurred 
by the Post Office Department, and indeed by the very nature of the 
expense items themselves, and the other studies which I have made, 
previously referred to, I am convinced that the Post Office costs for 
the handling of added increments of business represent a large portion 
of the total cost of performing the service. 

It is of interest to note that even if only 50 percent of the expenses 
are treated as being of an out-of-pocket nature, the revenue derived 
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from second-class mail based on the proposed rates would fail to meet 
the out-of-pocket cost by $75 million, or 48 percent. The charging of 
rates on this basis would mean, however, that only one-half of the total 
costs are met. 

In summation, my investigation shows: 

(1) That the Post Office differential basis of pricing is based 
on sound ratemaking principles and results in spre ading the costs 
among the users of the service on an equitable basis; 

(2) That the procedures used by Deputy Postmaster General 
Stans in reflecting noncost factors differ only in method and not 
in result from generally accepted ratemaking practices; 

(3) That if out-of-pocket costs had been developed by the 
Post Office, such costs would have constituted a substantial portion 
of the total cost and would not have resulted in any substantial 
changes in the rates proposed, 

The CHairman. Thank you, Mr. Parr. 

Mr. Parr. Thank you, gentlemen. 

The CHatrman. The committee is pleased to have with us this 
morning a former colleague of the House, who left us to go to the 
United States Senate. We have Senator Thomas E. Martin. 

We will be glad to hear from Senator Martin. 

We still miss you over in the House and wish you were still with us. 


STATEMENT OF HON. THOMAS E. MARTIN, A UNITED STATES 
SENATOR FROM THE STATE OF IOWA 


Senator Martin. Ladies and gentlemen of the committee, I am 
very proud to come back over to ‘the House and visit with you a bit 
here, and especially to give you my contribution regarding the legisla- 
tion you have before you. 

I started in 1949, with one of your distinguished members, Congress- 
man Corbett, of Pennsylvania, in a conference right close by this room 
with Dr. George Gallup and we patterned then a questionnaire 
approach to our people. We have been following it rather closely ever 
since. It happens that the information and ideas I received at that 
time in that conference have guided me completely up to this time in 
following this year by year. 

The big test came, of course, when I transferred from district to 
statew ide, but I took the same principle to statewide, to send a ques- 
tionnaire to each 20th householder as listed by the city directories, the 
county directories, and all towns that had no directories. There I 
used the telephone books and took every 20th name. 

In the directories, I took the householders, every 20th name, making 
a total sendout of approximately 42,000 questionnaires to the State 
of Iowa. In the district I used every fifth householder and came out 
with approximately the same number of total sendouts. Dr. George 
Gallup advised us if we got a return of 8 to 10 percent, it would be 
good. I have had a return now increased to 1514 percent for the 
State of Iowa, as well as about that in the last years in the House of 
Representatives where I ran the questionnaire starting in 1950 for 
5 years, to include 1954, and the last 2 years on a st: atewide basis. 

The returns are interesting in that they come as close to getting the 
grassroots opinion as I] think it is possible to get by correspondence. 
We asked no questions about political affiliation, or economic status, 
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or any other question except that they are every 20th householder, and 
we tabulated the returns. I thought perhaps. your committee would 
like to hear the returns on the one question I asked and the questions 
are based on Presidential messages to Congress, particularly the state 
of the Union message. That is primariby-based on those messages 
to Congress. 

I asked only one question in the field of this legislation, and the 
question is as follows: “Do you favor an increase In postal rates to 
meet postal department deficits and to provide better post office build- 
ings and equipment, where needed 

I could have asked 2 or 3 other questions, but I had quite a number 
of fields to cover in this questionnaire, and the limit of space held me 
to the one question. 

The answers to that—I have left a tabulation there at your desk, 
Mr. Chairman—for the State at large.to this question, and 6,098 
replied, were divided those in favor 3,618, and those opposed 2,480 for 
a percentage in favor of 59.33 percent. Opposed were 40.67 percent. 

Breaking that down by categories, as we do, we asked them on the 
questionnaire to list their occupation. Then, we cataloged those sep- 
arately and merged the total together in the way that I have announced 
here. Within the special categories, I rece sived answers from 2.812 
farmers, 1,085 laborers, 623 businessme n, 588 professionals, 650 white- 
collar workers, and then, miscellaneous, 635. 

In those categories, the farmers voted almost even up on this 
question. The totals were 1,541 in favor and 1,336 against. Labor 
totals were 729 in favor and 321 against. Business was 404 in favor 
and 198 against. 

Professionals were 389 in favor and 168 against. White-collar 
workers, 440 in favor and 187 against. The miscellaneous group was 
315 in favor and 270 against. 

I had no reference to any particular question at all in submitting 
it to the people. There were no opinions or editorial material sent, 
and simply the questionnaire and the description of the method of 
distribution was included. I received some wonderful mail in re- 
sponse to it but I could not assemble and standardize the various 
questions by the mail return and special suggestions, and special discus- 
sions, although that was extremely valuable to me. 

I have not had an opportunity to tabulate or to build together the 
‘omposite views represented in the mail special replies of discussion. 
I thought perhaps you would want to know as nearly as I can get it 
from the 2.500.000 people who live in Iowa, the grassroots opinion on 
the main question you have before you. 

That is my contribution, and thank you very much, Mr. Chairman. 
T am very proud of my past association with you and the House of 
Representatives. 

The CrarrMan. I assure you that your information has been very 
helpful and enlightening to the committee. We appreciate your 
taking the time to come over and appear before us this morning. 

Senator Marrry. Thank you very much. I think you are doing a 
very worthwhile service. I am on the same committee on the Senate 
side, and I know something of the extent of your problem and you have 
a very real responsibility here. You are doing a very grand job, too, 
I might say. 

The CuarrmMan. Thank you, Senator Martin. 
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Now, the committee will not have time this morning to question 
the officials of the Post Office Department who have made statements. 
We will have to defer that until a later date. 

I do wish to express the appreciation of the committee for the 
excellent statements made by the Postmaster General and the Deputy 
Postmaster General and General Robertson, and also by Mr. mod 
who is not connected with the Post Office Department. 

I want to especially congratulate the Postmaster General. I want 
to say that I have been on this committee for a good many years and I 
have heard postal rates discussed before this committee time and time 
again. I have heard many presentations made in justification of 
increases in postal rates; but I say frankly and sincerely that the 
statement today made by Postmaster General Summerfield is the 
clearest, the most convincing, the most forceful, and the most per- 
suasive statement I have ever heard since I have been on this committee, 
justifying the crying need for adequate increases in postal rates. 

I have been for an adequate increase in postal rates throughout the 
years and I still am. I wish that General Summerfield’s masterful 
statement could be in every household and every business office and 
every institution so that it could be studied and read by the people. I 
hope that the newspapers and the magazines and television and radio 
and other mediums of communication will give the widest publicity 
to this statement of General Summerfield. 

General Summerfield, in my opinion your statement is truly a mas- 
terpiece. 

Postmaster General SummerFrieLtp. Thank you, Mr. Chairman. 

Mr. Rees. I would like to join, Mr. Chairman, in commending the 
Postmaster General for a wonderful, inspiring, and convincing state- 
ment. 

The CHarrMan. I might say this is nothing political. It is not a 
partisan matter. Previous Democratic administrations have come 
here and asked for increases in rates, just like the present administra- 
tion has. It should be absolutely taken out of the field of politics, and 
we should do our duty. 

T think that those who use the mails for business purposes and espe- 
cially for profit should no longer be free riders like they have been over 
the years. They should stand for an adequate increase, and I believe 
that the great majority of those who use the mails favor a fair and 
adequate increase in the mail charges. 

I strongly advocated the increase of the penny postal card to 2 
cents, and T heard on every hand, “You will never overcome that. You 
wait until you get back home and see what people will say to you about 
increasing that penny postal card—that poor man’s card—to 2 cents.” 

Actually the majority of us use it for business purposes. I did not 
receive one single letter of criticism about my action in espousing the 
increase of the penny postal card to 2 cents. 

Do any of the other members wish to say anything before we ad- 
journ? We havea list of witnesses for tomorrow, I believe, Mr. Belen, 
have we not? 

Mr. Beten. Yes, sir; for the rest of the week, really. 

The CHatrMan. We will have to ask the officials of the Post Office 
Department to stand by and let the members of the committee question 
you at our convenience, because we have scheduled these witnesses for 
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tomorrow, and for the rest of the week, and we cannot afford to inter- 
rupt their schedules, because they have made plans to be here. 
I feel sure that the officials of the Post Office Department will be 
accessible at any time; is that correct? 
Postmaster General SUMMERFIELD. We will, Mr. Chairman. 
The CHarMan. With that understanding we will proceed. 
Mr. Moss. I wonder if I might make an inquiry? Are the witnesses 
tomorrow of the governmental type? 
The CuatrMan. I do not have a list of them. Mr. Belen, do you 
have a list of the witnesses ? 
Mr. Moss. Are the statements going to be available to us in advance ? 
Mr. BeLen. We have the statements here, but we do not have them 
together in that form. However, I am sure that we can make them 
available to you. They are proponents of the legislation, sir. 
Mr. Moss. It was my understanding that we agreed that statements 
would be available in advance, I think, 3 d: ays be fore the heari ing. 
The CHarrMan. That is right. 
Mr. Moss. So we will have an opportunity to look them over. I 
would like to have a copy of the statements. 
The CuarrmMan. That will be done. Do any other members of the 
committee desire to make an observation? If not, the committee will 
stand adjourned until 10 o’clock in the morning. 
(Whereupon, at 12:05 p. m., the hearing was recessed until 10 a. m., 
Wednesday, March 14, 1956.) 











POSTAL RATE REVISION 


WEDNESDAY, MARCH 14, 1956 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Post OrFice AND CIVIL SERVICE, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman), presiding. 
The Cuamrman. The committee will come to order. ‘The hearings 
will be resumed on postal-rate legislation. 
The first witness scheduled for this morning is Mr. John S. Cole- 
man, president of the Burroughs Corp., Detroit, Mich. 
We will be glad to hear from Mr. Coleman. 


STATEMENT OF JOHN S. COLEMAN, PRESIDENT, BURROUGHS CORP., 
DETROIT, MICH. 


Mr. Coreman. Mr. Chairman, ladies, and gentlemen of the com- 
mittee, as your chairman has indicated, my name is John 8. Cole- 
man. Iam president of the Burroughs Corp. of Detroit. 

I am a civilian member of the Post Office Advisory Committee. 

I would like to begin my testimony this morning with a quotation 
from a recent issue of one of our better known and respected maga- 
zines. I quote: 

One of the largest business concerns in the world, the Post Office Department, 
is in trouble. 

Mr. Chairman, the statement I just read to you was the opening para- 
graph of a very illuminating page article in the March 2, 1956, issue 
of U. S. News & World Report. The editors of this publication put 
the spotlight on the nub of the Post Office Department’s problem 
when they said: 

Its costs are rising faster than its receipts. 


The solution is clear. And it is the only solution—cut costs, im- 
prove efficiency, and increase prices. 

In cutting costs and improving efficiency, the Post Office Depart- 
ment, under the leadership of Mr. Summerfield and his associates, has 
made important strides these past 3 years. Indeed, in the present 
fiscal year, ending June 30, 1956, the Department expects to handle 
12 percent more mail than in 1953 with only a 114 percent increase in 
man-hours. 

That’s a good record. Any businessman would be proud of it. At 
the same time, it is clear that you can go just so far in economizing. 
There is a point of no return where further economies would impair 
service. 
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I believe the Post Office Department has reached that point. It is 
now difficult to see where further dollar savings of any appreciable 
size can be made. As realists, therefore, we must face some unpleas- 
ant facts: 

1. Postal rates on first-, second-, and third-class mails are essentially 
the same today as they were in 1932. 

The cost of everything the Post Office buys or uses has doubled 
since then. 

3. Congress has granted 6 pay raises to postal employees since 1932. 

4. The Post Office Department’s annual deficit today approximates 
one-half billion dolars. 

In these times when the cost of our defense efforts take such a large 
share of our tax dollar, the relation of the postal deficit to the public 
debt assumes unusual significance for all American citizens. 

The postal deficit now approximates $5 billion. Over $100 million 
each year is the cost of the interest charges alone on this part of the 
national debt. Moreover, this $5 billion is being increased now by 
about $500 million a year. 

There is general agreement on a balanced budget as the long-term 
objective of “fiscal policy. I need not belabor the point. 

The continued gr owth of industry depends on monetary stability. 
Many countries have experienced vast social upheavals as a result of 
inflation. We do not expect any such drastic events. 

However, long-term inflation may also be ruinous. The worth of 
insurance policies, pensions, indeed the fixed incomes of millions of 
people, depend on a stable dollar. Through regular and small doses 
of inflation may actually be exhilarating, Dit by bit they destroy the 
economic future of those who can least afford it. 

For these fundamental reasons, this Congress should take imme- 
diate steps to put the Post Office Department on a self-supporting 
basis. 

The only answer—the proper answer—to this situation is a moderate 
increase in the rates of first-, second-, and third-class mails as proposed 
by the Postmaster General and the President. 

Practically all of the cost of these proposed rate increases would be 
paid by business. 

As you know, 75 percent or better of first-class mail is used by busi- 
ness, and about 100 percent of second- and third-class mail is business 
mail, either publications or advertising matter, 

I have before me here the proposal, as set forth earlier by Post- 
master General Summerfield, for an increase in postal rates on first- 
class mail. The proposal, as you know, is for a 1l-cent increase on 
each ounce or additional portion thereof in this mail classification. 
This would mean in most instances that it would cost 4 cents instead 
of 3 to mail an ordinary letter, and 7 cents instead of 6 to send a 
letter by airmail. 

The Postmaster General has presented also an estimate of $295 
million in additional postal income each year, should the proposed 
increase on first-class mail be enacted into law. 

Furthermore, he has presented figures to show that approximately 
75 percent of letter mail is sent out by corporations, partnerships, and 
individuals in the course of business. 

Then it would appear that business and industry might be expected 
to pay, through increased postage rates on first-class mail, about $222 
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million of estimated additional postal income each year. The re- 
maining 25 percent would be paid by the general public. 

A fairly simple mathematical computation reveals that $222 million 
constitutes 3.6/100 of 1 percent of $620 billion. Such is the propor- 
tion of additional first-class mail costs to the total 1955 sales income 
of business and industry, should the 1-cent increase In first-class mail 
rates be approved. 

Let me submit, Mr. Chairman, that 3.6/100 of 1 percent in addi- 
tional cost of doing business, distributable over incomes such as are 
enjoyed nowadays by industry and trade, is not large enough visibly 
to affect net income of any business. 

In short, business can afford to pay the reasonable increases pro 
posed by the Postmaster General and the President. Indeed, against 
addition: al costs of doing business we can place the overall advantage 
of moderate increases in postage making an important contribution 
to a balanced Federal budget. 

I thank you. 

The Cuairman. Mr. Coleman, you state that you are president 
of the Burroughs Corp., of Detroit, Mich. / 

Mr. Coteman,. Yes, sir. 

The Cuairman., Is this the corporation that makes the Burroughs 
adding machine ? 

Mr. CoteMan. Yes, sir; among other things. 

The CHarMan. How many employees do you have? 

Mr. Coteman, About 27,000. 

The CnairmMan. You are large users of the mail? 

Mr. Coteman. We are large users of the mail in that we publish 
what is probably the largest banking publication in circulation, the 
Clearing House. 

The Cuairman. What volume of first-class mail do you use, ap- 
proximately, per year ? 

Mr. Coteman. I would hardly hazard a guess, but with 27 plants 
and 27 subsidiaries it is enormous. I hesitate to even make a guess 
on that. 

(The information requested appears at p. 141. 

Then, of course, we do use much direct-mail advertising, probably 
more than our counterparts in the automotive industry. 

The CHarrMan. You use first- and third-class mail ? 

Mr. CoteMan. Yes; first- and third-class mail. 

The Cuairman. You feel that it is proper and just that your corp- 
oration should pay additional postage # 

Mr. Coteman. I certainly do, sir. 

The Cuamman. Are there any questions of the witness ? 

Mr. Moss. I have some questions. 

The Curraman. Mr. Moss. 

Mr. Moss. Do you feel that the basis for setting rates for the 
Post Office Department should be predicated on the ability of an in 
dustry or a user to pay rather faa! upon the cost of the service itself ? 

Mr. Coteman. No, sir; I think it should be paid, based upon cost. 
As an industrialist, I have to return to that point of view. There is, 


however, alw: ays the element of value which must be considered 
establishing fair prices. 
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I believe the Post Office Department has reached that point. It is 
now difficult to see where further dollar savings of any appreciable 
size can be made. As realists, therefore, we must face some unpleas- 
ant facts: 

1, Postal rates on first-, second-, and third-class mails are essentially 
the s same today as they were in 1932. 

The cost of everything the Post Office buys or uses has doubled 
a then. 

Congress has granted 6 pay raises to postal employees since 1932 

The Post Office Department’s annual deficit today approximates 
one-half billion dolars. 

In these times when the cost of our defense efforts take such a large 
share of our tax dollar, the relation of the postal deficit to the public 
debt assumes unusual significance for all American citizens. 

The postal deficit now approximates $5 billion. Over $100 million 
each year is the cost of the interest charges alone on this part of the 
national debt. se this $5 billion is being increased now by 
about $500 million a yea 

There is general sc maiediil on a balanced budget as the long-term 
objective of fiscal policy. I need not belabor the point. 

The continued growth of industry depends on monetary stability. 
Many countries have experienced vast social upheavals as a result of 
inflation. We do not expect any such drastic events. 

However, long-term inflation may also be ruinous. The worth of 
insurance policies, pensions, indeed the fixed incomes of millions of 
people, depend on a stable dollar. Through regular and small doses 
of inflation may actually be exhilarating, bit by bit they destroy the 
economic future of those who can least afford it. 

For these fundamental reasons, this Congress should take imme- 
diate steps to put the Post Office Department on a self-supporting 
basis. 

The only answer—the proper answer—to this situation is a moderate 
increase in the rates of first-, second-, and third-class mails as proposed 
by the Postmaster General and the President. 

Practically all of the cost of these proposed rate increases would be 
paid by business. 

As you know, 75 percent or better of first-class mail is used by busi- 
ness, and about 100 percent of second- and third-class mail is business 
mail, either publications or advertising matter. 

I have before me here the proposal, as set forth earlier by Post- 
master General Summerfield, for an increase in postal rates on first- 
class mail. The proposal, as you know, is for a 1-cent increase on 
each ounce or additional portion thereof in this mail classification. 
This would mean in most instances that it would cost 4 cents instead 
of 3 to mail an ordinary letter, and 7 cents instead of 6 to send a 
letter by airmail. 

The Postmaster General has presented also an estimate of $295 
million in additional postal income each year, should the proposed 
increase on first-class mail be enacted into law. 

Furthermore, he has presented figures to show that approximately 
75 percent of letter mail is sent out by corporations, partnerships, and 
individuals in the course of business. 

Then it would appear that business and industry might be expected 
to pay, through increased postage rates on first-class mail, about $222 
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million of estimated additional postal income each year. The re- 
maining 25 percent would be paid by the general public. 

A fairly simple mathematical computation reveals that $222 million 
constitutes 3.6/100 of 1 percent of $620 billion. Such is the propor- 
tion of additional first-class mail costs to the total 1955 sales income 
of business and industry, should the 1-cent increase in first-class mail 
rates be approved. 

Let me submit, Mr. Chairman, that 3.6/100 of 1 percent in addi- 
tional cost of doing business, distributable over incomes such as are 
enjoyed nowadays by industry and trade, is not large enough visibly 
to affect net income of any business. 

In short, business can afford to pay the reasonable increases pro- 
posed by the Postmaster General and the President. Indeed, against 
additional costs of doing business we can place the overall advantage 
of moderate increases in postage making an important contribution 
to a balanced Federal budget. 

I thank you. 

The CHairman. Mr. Coleman, you state that you are president 
of the Burroughs Corp., of Detroit, Mich. ? 

Mr. CoLteMan. Yes, sir. 

The Cyaan. Is this the corporation that makes the Burroughs 
adding machine 4 

Mr. Coteman. Yes, sir; among other things. 

The CuarmMmMan. How many employees do you have? 

Mr. Coteman. About 27,000. 

The CnairMaANn. You are large users of the mail ¢ 

Mr. Coreman. We are large users of the mail in that we publish 
what is probably the largest banking publication in circulation, the 
Clearing House. 

The CHairman. What volume of first-class mail do you use, ap- 
proximately, per year ? 

Mr. CoLteman. I would hardly hazard a guess, but with 27 plants 
and 27 subsidiaries it is enormous. I hesitate to even make a guess 
on that. 

(The information requested appears at p. 141.) 

Then, of course, we do use much direct-mail advertising, probably 
more than our counterparts in the automotive industry. 

The CHarrMan. You use first- and third-class mail ? 

Mr. Coteman. Yes; first- and third-class mail. 

The CuatrmMan. You feel that it is proper and just that your corp- 
oration should pay additional postage ¢ 

Mr. Coteman. I certainly do, sir. 

The Cuatrman. Are there any questions of the witness ? 

Mr. Moss. I have some questions. 

The Cuiraman. Mr. Moss. 

Mr. Moss. Do you feel that the basis for setting rates for the 
Post Office Department should be predicated on the ability of an in- 
dustry or a user to pay rather than upon the cost of the service itself? 

Mr. Coteman. No, sir; I think it should be paid, based upon cost. 
As an industrialist, I have to return to that point of view. There is, 
however, always the element of value which must be considered im 
establishing fair prices. 
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Mr. Moss. Then if we are going to sit here as a ratemaking agency, 
is it not incumbent upon us to draft or determine certain basic policies 
as a condition precedent to the setting of rates? 

Mr. Coteman. I would think so, sir. You would do that in any 
industry or business. 

Mr. Moss. It seems to me that the one thing that we have failed in 

rather consistently, in arriving at a proper rate structure for the 
Post Office Department, is to finally spell out the basic policies which 
will constitute the foundation for ratemaking purposes. 

Mr. Coteman. I would think you would have to do that, sir. 

Mr. Moss. And unless we do that, would it not appear that we 
were adopting an expedient rather than a sound policy approach to 
the question ? 

Mr. Coteman. Well, there are both long-term and short-term views 
of that, depending on the base. You might, for example, if you felt 
strongly that the postal service should pay its own way, make tempo- 

rary rate adjustment and then create a permanent body that would set 
rates and relate them to costs. 

Mr. Moss. For a hundred years at least we have been going along 
to meet the immediate short-term problem rather than tackling the 
long-term policy question. 

Mr. Coteman. I think you probably have, sir. I suggest that condi- 
tions in the postal service and in the type of mail that is now being 
transported throughout the Nation, have differed greatly throughout 
that 100 years. 

I can’t help looking at these things in front of me. The ae. 
ment is paying for this stuff to go through the m: ail i in the same way a 
it is paying for the § Saturday E vening Post or Reader's Digest. 

Mr. Moss. We take a look at the accumulative deficit since 1945; as 
I understand it is $414 billion. 

Mr. Coteman. Yes. 

Mr. Moss. Certainly I would not want to sit in the position of the 
Postmaster General and constantly be criticized for a deficit. opera- 
tion, but, in fact, in that total we have a considerable amount of money 
representing the airmail subsidy, which finally has been removed and 

transferred to another agency. 

Mr. CoLeMAN. Yes, sir. 

Mr. Moss. Properly that is not a postal deficit. It is a public policy 
payment for an entirely different purpose than just operating the 
Post Office Department. It should be excluded from any considera- 
tion of gross deficit of the Department; should it not ? 

Mr. Coteman. I would adjust it on an accounting basis and I would 
assume that that is what had been done. 

In other words, you adjust and allow for that. 

Mr. Moss. Are there not many other factors in that total figure and 
in the recurring figures which represent costs that should not even be 
allocated to the Post Office Department? When we say we are going 
to have free mail to the blind, is that a service which the postal p: atron 
is providing the blind, or which the Government of the United States 
is providing the blind ? 

Mr. Coteman. That is a nice question. We might say that the cost 
of this service is perhaps a governmental responsibility, but I suggest 
that when you challenge the cost of the Post Office Department. it is 
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the same as me challenging my own controller. It is all a matter of 
what is good accounting practice as to what enters into cost as direct 
cost, overhead cost, et cetera. 

Mr. Moss. It isa part, however legitimately, of the problem we have 
in arriving at rates? 

Mr. Coteman. Yes, sir. 

Mr. Moss. And if we are improperly allocating cost to the De »part- 
ment we should be as much concerned with that as providing sufficient 
revenue for the Department’s operation. 

Mr. Coteman. I couldn’t agree with you more, sir. 

Mr. Moss. I have urged, and I believe there are a few other mem- 
bers of the committee who have, that before the setting of rates or 
concurring with the setting of rates we tackle the policy questions 
and not just take a quick look, the easy method out, but do the job we 
should do and should have done many years ago. 

Mr. Coteman. I agree with what you say, sir. 

The Cuamrman. Mr. Rees. 

Mr. Rees. I wish to express my appreciation for a well-prepared, 
concise statement. 

Mr. Coteman. Thank you, sir. 

The Cuarrman. Mrs. St. George. 

Mrs. Str. Grorcr. I gather from your testimony that you do not 
feel that your business, which, of course, is one of the largest in the 
country, would suffer in any way from a raise in rates ? 

In other words, it is a cost that you could well stand without any 
great damage to your business? 

Mr. Coteman. Yes, ma’am. 

Look at it this way for a moment. We use the mails in order to 
increase our business. When we use third-class mail matter—and 
we are large users of this type of mail—it is for the purpose of 
securing new business. The investment in postage in the securing 
of new business is an advertising cost. We expect to pay increased 
postal rates just as we are paying increased rates for advertising in the 
Saturday Evening Post today. 

Mrs. Sr. Grorcr. Of course, for any commercial advertising you 
have, you pay the full cost ? 

Mr. CotemaNn. Yes, ma’am. 

Mrs. St. Grorce. Do you not also feel that these preferential rates, 
like mail for the blind, are a just charge on the Government of the 
United States and should not be a charge on the users of the mail ? 
In other words, that it should be a separate thing ? 

Mr. Coteman. I thought that was implicit in the Congresswoman’s 
question. I agree with that. I don’t believe it should be. 

Mrs. St. Grorer. I think there is some question in some people’s 
minds at the present time as to whether it is or whether it is not, but 
it would be my contention, certainly, that that is a fair charge on the 
Government and not on the users of the mails. 

Mr. Coteman. Users of the mails should not pay for such costs any 
more than they should pay for other direct aids for the blind, 

Mrs. Sr. Grorce. Thank you. 

The CuHatrman. Are there any other questions? 


Mr. Gubser. 
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Mr. Gupser. Mr. Coleman, I was interested in your answer to one 
of the questions of the gentlemen from California, Mr. Moss; namely, 
that as an industrialist : you must consider cost in setting price. 

Now, if as an industrialist you were rendering a preferred service 
to a particular group of consumers, I am assuming that you, as an 
industrialist, would insist upon an assessment of the cost of rendering 
that preferred service when you determined your price for that 
product; is that correct ? 

Mr. Coreman. Yes, and you do that by adjusting your cost to reflect 
the additional expenses of a preferred service. 

Mr. Gusser. I am thinking that the user of the first-class mailing 
privilege has a preferred service, and I am sure that you would want 
that considered, as an industrialist, in setting the price for the privilege 
of using the first-class mail; is that not right ? 

Mr. Coteman. Certainly I would want that to be considered. 

The Crairman. Mr. Gross ? 

Mr. Gross. Mr. Coleman, your advertising, I take it, is mostly in 
magazines and metropolitan papers ? 

Mr. Coteman. In magazines, but not so much in metropolitan news- 
papers. Much of our advertising is what we call direct mail—using 
the club campaigning technique. That is where salesmen located 
throughout the world send m monthly lists of potential prospects in 
which they indicate that an advertising campaign by direct mail should 
be carried on—l, 2, 3, or 4 pieces—with these individuals, wherever 
they are located. This type of advertising represents approximately 
one-half of our advertising budget. 

Mr. Gross. And the other half is largely dedicated to magazines ? 

Mr. Coteman. Yes, sir. 

Mr. Gross. Yes, to magazines. You do not advertise in farm pub- 
lications ? 

Mr. Coteman. Oh, yes. 

Mr. Gross. To any great extent ? 

Mr. Coteman. We spot ad in the Midwestern farm journals and 
farm papers. Farmers now are big business. They need adding 
machines. 

Mr. Gross. They are also in a depression, too. 

Mr. Coteman. I understand that and there are some retailers in a 
depression state, but they still need adding machines. I mentioned 
farmers to you, because they are one of the few groups that must 
prepare income-tax returns early in the year. 

Mr. Gross. I doubt if you will find many adding machines, on the 
average, on an Iowa farm. 

Mr. CotemMan. It certainly surprised me how many we found in a 
survey. 

Mr. Gross. You do not use Wallaces’ Farmer; is that what you are 
speaking of ? 

Mr. Coteman. No; the larger publication, Successful Farming. 

Mr. Gross. Do you use country weekly newspapers to any extent ? 

Mr. CotemMan. Yes, sir. 

Mr. Gross. You are a member of the Post Office Advisory Board ? 

Mr. Coteman. Yes, sir. 


Mr. Gross. How long have you been a member of the Post Office 


Advisory Board ? 
Mr. Coteman. Three years. 


So ag RE = eee etn ee evermene 





s 
S 


mh 


ta 


POSTAL RATE REVISION 65 





Mr. Gross. How often does the Post Office Advisory Board meet? 

Mr. Coreman. Three or four times a year. 

Mr. Gross. Thank you, sir. 

The Cuarrman. Mr. Dowdy. 

Mr. Downy. I take it that as to the adding machines for the farm- 
ers, the farmers need adding machines to find out how much they 
lost ? 

Mr. Coteman. Well, they buy subtracting machines. 

Mr. Dowpy. This Post Office Advisory Committee—is that the 
committee that is trying to come up with some suggestion that seeond- 
class mail should pay 50 percent of the cost ascertainment ¢ 

Mr. Coreman. No, sir. In my own words, I might tell you what the 
Advisory Committee is. It is a sort of board of directors consisting of 
7 members who represent business, labor, the publishing industry, and 
there is 1 advertising man. We meet 1 day with the Postmaster Gen- 
eral and his staff. They review the business aspects of the post office 
and ask for our suggestions and criticisms for improving the Depart- 
ment. They bring us up to date. 

There may be business practices that we can help in or we make sug- 
gestions for improvement, just as one would do as a member of an 
external board of directors. They welcome such suggestions. 

Mr. Downy. Mr. Summerfield, what is the name of this committee 
that reached the conclusion that each class of mail should pay a part 
of the cost-ascertainment cost ? 

Mr. Srans. The Committee on Cost Allocation. 

Mr. Downy. Mr. Coleman, do you agree with the finding that third- 
class mail should pay 75 percent of the cost shown by cost ascertain- 
ment? 

Mr. Coteman. I would; yes, sir. 

Mr. Dowpy. And second-class mail should pay 50 percent ? 

Mr. CoLemMAN. Yes, sir. . 

Mr. Dowpy. Now, I should know this, but it slipped my mind, and 
though you may not be able to answer it probably we can get an 
answer. 

Special services constitute what part of the mail ? 

Mr. Stans. Mr. Dowdy, special services include money orders, in- 
sured mail, the registered service, certified mail, and those affiliated 
services that relate to the mails. 

Mr. Dowpy. Mr. Coleman, do you feel that those particular services 
should pay their own way ? 

Mr. Coteman. Now, I speak purely personally because this has 
never been taken up with me, but I think the Department should get 
out of some of these service activities. 

Mr. Downy. I think of registered mail and all that sort of thing. 

Mr. CotemMan. I think services should pay because of the special 
service handling costs involved. 

Mr. Dowpy. I believe that is all. 

The Cuarrman. Mr. Lesinski ? 

Mr. Lestnsxr. Mr. Coleman, you are not from my district, but I 
am glad to have you here as a neighbor. 

Mr. Coteman. Thank you, sir. 

Mr. Lestnsx1. The 16th District, of course, covers a big section of 
your employees. 
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The Postmaster General made a rather practical presentation to 
the committee here. I find some interesting points in it. 

I would like to ask you one thing: Special mail that is considered 
to be given preferential treatment should pay for itself definitely and 
be charged according to its expenses ? 

Mr. Coteman. Yes, sir. 

Mr. Lestnsk1. For instance, if you want to send something in a 
hurry, now the airmail rate now is 6 cents. Do you think it is fair 
to raise it to 7 or 8? 

Mr. Coteman. Personally, I would go along with that, depending 
on the type of service. You pay for airmail because you want special 
service. 

Mr. Lestnsx1. That is the point. Third-class mail which was estab- 
lished in 1926 then was paying 98 percent of its cost. Today I find 
from my post offices that the second-class is getting preferential 
treatment. 

If we raise second- or third-class to what it should be, the Post Office 
Department would practically balance its books, because of the fact 
that the loss in the third- and second-class mail is practically the full 
amount of loss of the department. 

Mr. Coreman. That is my understanding. 

Mr. Lestnsxt. Would there be any objection to raising third-class 
mail to, say, 98 percent of the cost 4 

Mr. Coteman. Not from me. I think the third-class mail privilege 
is abused. 

Mr. Lestnskr. I appreciate the gentleman’s answer. 

Mr. Coteman. From 1926 to 1956, my goodness, I don’t know what 
ie percentage increase is in third-class mail, but I would say it would 
a tremendously large one. 

Mr. Lestnskt. For the information of the gentleman from Michi- 
gan, we tried to do that in the 82d Congress, but due to the opposition 
by the people you have pointed out in the publications it failed on 
the TTouse floor. 

rhe action of our committee at the time was to help the Postmaster 
General in 1953 because we had delayed increases, but it has not 
solved the whole problem. 

We are aware of that, but the pressures upon other Members of 
Congress stopped us from proper action. I appreciate your position 
because you are quite true and honest in the fact that we should raise 
the rates. All of our mails, regardless of what they are, should have 
at least a break-even or thereabouts point. 

Raising the third-class to 98 percent I believe is impossible, because 
there is a lot of junk mail that the Post Office Department is handling 
and that is the biggest part of its mail. 

In all fairness to the Department, I think everything else should be 
raised, 

Mr. Crperrerc. Mr. Coleman, how do you set the prices of the 
product you sell? Do you do it as president of the company in con- 
sultation with other members, or does your board of directors pass on 
it every time you raise the cost of an item you sell? 

Mr. Coteman. No, our company has an internal management policy 
committee consisting of designated line and staff officials of our corpo- 
ration. If there are basic increases in the price of steel or the price 


t 


a 


ooo TS as. hein 


i il iat ie 4 


POSTAL RATE REVISION 67 





of labor, necessary price adjustments are made by this internal man- 
agement policy committee. 

Mr. Cepersera. Do you not think it would solve the problem of the 
Post Office Department, and a real problem for the citizens of the 
United States, if we had some kind of arrangement like that, ap- 
proved by the Congress and subject to review of the Congress, which 
is actually the board of directors of the Post Office Department ? 
Your board of directors certainly has a position where they can re- 
view your cost and charges if they have to. Then this whole thing 
could be done without coming up here and presenting the problem to 
the Congress periodically when it is obvious to everybody that you 
cannot send a letter for 3 cents in 1956 as you could in 1932, and the 
same applies to second and third class. 

Mr. Coteman. Certainly. As a Congressman, frankly if I were a 
Congressman, I would pray for it. 

Mr. Ceprersere. I have been praying for it, too. 

But my prayers have not been answered yet. It seems to me—I do 
not say we are wasting our time, because we are not; we are here to 
serve the public if we can—that when we have such obvious things 
before us at the cost for 1952 compared with the cost for 1956, and we 
quibble about whether or not we are going to raise the postage on 
first- or second-class mail, it is hard to even understand it. 

Mr. Coteman. I agree with you. 

Mr. Jouansen. If I understand the witness correctly, you feel both 
as a businessman and citizen it is a matter of self-respect that you 
pay your own fare? 

Mr. Coreman. I do, and I think the average individual and busi- 
nessman feels that way. 

Mr. Jonansen. I certainly commend the statement you make. 

Mr. Ceperverc. I have several constituents who might not think 
I am very bright, but I think, if these same constituents heard me 
quibble as to whether or not we are going to apply 1932 costs to 1956 
costs, they would even question my intelligence a little bit more. 

Mr. Gross. That is the thing we are trying to get over with this 
farm problem. We would like to get a little help from some of you 
people on that. 

Mr. Crperserc. I may say the gentleman is too rigid in that respect 
and he should become more flexible. 

Mr. Gross. You cannot sell hogs today about $10 a hundred less 
than they were selling in 1946. 

Mr. Creperserc. Now, if you have too many hogs, if Mr. Coleman 
has a thousand more adding machines than he can sell, he is going to 
sell them for less money than he could if he had a real supply and 
demand proposition. 

Mr. Lestnsx1. The problem of the Post Office Department is, the 
rates are so low they have too much mail to handle. 

Mr. Ceperserc. I am for raising it. 

Mr. Rees. I appreciate your taking the time to come over here and 
testify in respect to this quite important matter before our committee. 
Your testimony as an industrialist, as one of the big users of the mail, 
is valuable. I, for one, appreciate very much your coming over here. 

Mr. Coteman. Thank you very much. 

The Cuarrman. Mr. Alexander. 
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Mr. Avexanper. Mr. Coleman, I appreciate, as a businessman, your 
being frank with us, but as a member of the Post Office Advisory Board, 
looking at the problem of different classes of mail and the fact that 
none of them has been increased in proportion to the cost, do you have 
any opinion, as to second- and third-class in proportion to the first, that 
we have been too reluctant to raise them as much as they ought to be? 
What I am really getting at is, what your ideas are in regard to the 
different classes and whether you agree 100 percent with the alloca- 
tion as set out by the Postmaster General in regard to them, or feel 
we ought to go a little heavier on those two classes, second and third ? 

Mr. Coteman. Well, again you have asked for a personal opinion, 
My basic philosophy, and it is my own philosophy, of course, is this: 
that each class of mail matter should pay its own way. 

Mr. Avexanper. Thank you. 

The CuarrmMan. Mrs. Pfost ? 

Mrs. Prosr. Mr. Chairman, along that line of each class paying its 
way, I am looking at page 18 of the cost ascertainment report, and it 
shows here that postal revenue for 1955 was 35.4 and expense was 33.1. 

Does that mean, then, that first-class has more than paid its way in 
the 1955 fiscal year ? 

The Cuairman. Mr. Stans? 

Mr. Srans. I will be very happy to elaborate on that, since Mrs. 
Pfost was not here when I talked yesterday. 

The 1955 cost ascertainment report shows that first-class mail reve- 
nues exceeded the allocated expenditures. But there are 3 or 4 facts 
that are not taken into account by these 1955 figures. 

The first is that we had pay increases in 1955, voted by the Congress, 
that did not appear fully in the 1955 figures because they were only 
effective for part of the year. In fiscal 1956 the costs of handling 
first-class mail will be increased an additional $60 million as a result 
of pay increases. 

Now, secondly, as was stated before this committee in 1953, there are 
substantial costs of carrying the mails that are not paid by the Post 
Office Department. These costs are paid by other departments of the 
Government. 

If you take into account the cost of the retirement pay of our 
employees, which is just as much a cost as the salaries when they are 
working, workmen’s compensation, the use of Federal buildings, de- 
preciation of our equipment, and so forth, there is a cost somewhere 
between 180 and 200 million dollars a year that the Post Office Depart- 
ment does not pay. This amount is still a cost to the taxpayers. If 
a proper share of this amount were allocated to first-class mail there 
is an additional expense of 60 to 70 million dollars to be added to the 
service. By this point first-class mail expenditures have exceeded 
revenues by a large amount. 

Now, then, yesterday I testified at considerable length that there 
are many other factors involved in cost allocation that are not sus- 
ceptible to measurement by accounting. As far as first-class mail is 
concerned these factors include the preferred service it receives; the 

value of the mail: the value of the service, and so on. 

On the basis of the reallocation that I made yesterday, first-class 
mail is costing in excess of 4 cents per ounce to handle. 

In other words, a reallocation of costs on this basis will show a loss 
of over 1 cent an ounce on first-class mail at the present time. 
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An indirect answer to your question that I would like to make is 
that it is like a man who says “I can drive my automobile for 2 cents 
a mile” because that is what he spends for gasoline and oil. He is 
overlooking insurance, repairs, depreciation, and a lot of other costs. 

If you take all of these factors into account as we have done here, 
I think we can say categorically that first-class mail does not make a 
profit, it loses at least a cent an ounce every time we carry a letter. 

The CHarrman. Thank you, Mr. Stans. 

Are there any other questions ¢ 

Mr. Cretella. 

Mr. Creretia. Mr. Coleman, in the expressions you have given and 
your views on this problem, are these the views of this council of 
which you are a member ? 

Mr. Coteman. I don’t believe these issues have ever been fully dis 
cussed. There is certainly room for divergence of opinion. In pri- 
vate conversations I have had with other businessmen on the council 
I feel that their views are somewhat the same as mine. 

Mr. Creretta. The matter as a subject of discussion by the members 
of this council has never been taken up ¢ 

Mr. Coteman. No, sir; not in the form of a discussion. Certain 
points are raised, of course, such as the figures which were presented 
to the committee. Naturally, there are individual opinions about 
these figures. 

Mr. Crere.ua. Is it your opinion from the discussions you have had 
with the other members of this council that they subscribe to the 
views that you have expressed to us here this morning ? 

Mr. Coteman. I would say substantially so, sir. There are pub- 
lishers, I would remind you, on the council, and I don’t know exactly 
how they 

Mr. Moss. Some discussion has developed here on the point that 
Congress is apparently slow and somewhat inefficient in responding 
to the requests for rate adjustme nts. It is not the best possible rate- 
making body. I think that perhaps there is a great deal of history 
that will bear out the fact that the C ongress, in some of its regulatory 
or ratemaking functions, has determined that it should delegate them. 

Do you think that it would be a proper delegation at this time to a 

ratemaking commission unless the Congress first determines the polic, Vv 

questions which have not been determined over all the years of the 
Department’s operation? Should we delegate the policy decisions 
to a quasi-legislative commission ¢ 

Mr. Coteman. I would get a firm policy first as to what is the 
policy of Congress. That “would become the policy framework in 
which the commission would operate. 

Now, in this policy, either you are going to adopt one of two types 
of philosophy: that the postal service should be subsidized, that it is 
not supposed to break even, and that it is a burden on all the tax- 
payers, or that it should be a business type organization that doesn’t 
make a profit, but that does pay its own way. 

Mr. Moss. To do otherwise would be to force on that commission 
an almost impossible burden of oppression. 

Mr. Coteman. Certainly. 

Mr. Gupser. I have one more question. It is practically the same 
question that I asked before, but I repeat it simply because I wish 
to emphasize it. 
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You heard Mr. Stans make the statement that the preferential treat- 
ment accorded first-class mail is not susceptible, shall we say, to meas- 
urement by cost-accounting techniques. 

Now, my question is this, and I repeat it is probably the same ques- 
tion I asked before: 

If you were suddenly transplanted from your position as president 
of the Burroughs Corp. and were entrusted with the responsibility of 
setting or fixing postal rates, would you, in the light of your industrial 
experience, insist upon ascribing a value to that preferential treat- 
ment and have that value reflected in the price you would fix? 

Mr. Coteman. We do now, sir. 

Mr. Gveser. Thank you. 

The Crramman. Thank you very much, Mr. Coleman. 

The committee will next hear from Mr. E. V. Hill, chairman of the 
‘Transportation Traffic Association of the Eastern Railroads, New 
York City, N. Y. 


STATEMENT OF E. V. HILL, CHAIRMAN, TRANSPORTATION TRAFFIC 
ASSOCIATION, EASTERN RAILROADS, NEW YORK, N. Y. 


Mr. Hr. Mr. Chairman and members of the committee, my name 
is Edgar V. Hill. I reside in Bronxville, N. Y. 

IT am chairman of the Traffic Executive Association, Eastern Rail- 
roads, whose address is 1 Park Avenue, New York, N. Y. 

I have had approximately 41 years’ experience in traffic depart- 
ments of individual railroads and railread traflic associations. 

Traffic departments of railroads and traffic associations, among 
other things, devote their acthvition to the adjustment of transporta- 
tion prices, otherwise known as freight rates. These matters range 
all the way from adjustments of single rates to general revisions of 
all freight rates of the country at one time, depending upon existing 
conditions. 

I was admitted to practice before the Interstate Commerce Com- 
mission in February 1930. I have appeared before that body on 
many occasions. 

I am appearing as an individual, at the request of the Post Office 
Department, in support of its proposal to revise its rates on various 
categories of mail for the purpose of offsetting additional costs which 
have added to its deficit. 

The Post Office Department and the railroad industry have a num- 
ber of things in common: 

(a) Both provide services on a national scale; 

(6) Both are subject to governmental regulations; and be- 
cause of this fact neither has the freedom enjoyed by industry, 
generally, to adjust its prices for services performed to offset 
costs of increased wages, materials, and supplies as such changes 
occur 5 

(c) Both deal in services of different types, each of which 
requires separate ssiieaie and evaluation before changes in prices 
for services may be determined ; 

(7) Both employ the “value to the user of services” theory of 
pricing when changes in prices are considered ; 

(e) Some of the services of both are subject to competitive in- 
fluences which tend to limit the amount of possible increases; 


oe 


ON A gt an a Mh MI RIO 





nO ne SNR IIS me 2 


A Stan ta TES 


POSTAL RATE REVISION il 


(f) Both provide different classes of services and different 
classifications of articles handled ; 

(y) Both provide first-class rates which are the highest and 
which apply on certain articles and both provide somewhat lower 
rates for others; 

(hk) Each uses the services of the other. 

The difference between the business of the Post Office Department 
and the railroads is that the Post Office Department is Government 
owned and operated while the railroads are privately owned and 
operated, but subject to regulation by the Interstate Commerce Com- 
mission. 

Because of fhe many similarities between the operations, services 
pricing, and so forth, of these Important nationwide activities, it seems 
appropriate to this record to explain briefly the historical develop- 
ment of railroad ratemaking and why it has been undesirable and, in 
fact, impossible for them to employ the cost-of-service theory as op- 
posed to the value of service as a basis for determining the measure 
of freight rates or prices. 

Prior to 1887 when the act to regulate commerce was enacted, and 
before our modern railroad systems had been formed, the theories of 
“cost of service” and “what the traffic will bear” were popular rate- 
making concepts. 

In its first annual report the Interstate Commerce Commission criti- 
cized these methods pointing out that either or both would restrict, 
rather than expand, commerce between the several States. It favored 
the “value of service to the user” theory under which, for example, two 
shipments, each weighing the same and having other common trans- 
portation characteristics, but of altogether different values, might 
properly, because of that difference, be subject to altogether different 
rates and charges. 

The value of service was thereafter adopted quite generally and is 
still mployed although in somewhat modified form since the advent 
of motor carrier and water carrier competition. 

A good example of the “value of the service to user” theory may be 
found ina comparison of the levels of rates on bituminous coal versus 
ordinary crushed limestone used largely for road building purposes. 
Both weigh approximately the same per cubic foot. Both move in 
open top equipment. Neither is subject to damage in transit. 

Here the similarity ends. The price of coal at the mine is much 
higher than that of crushed stone at origin. Coal moves for much 
greater average distances. 

Most of the coal in this country is found east of the Mississippi and 
north of the Ohio Rivers. Crushed stone is widely distributed 
throughout the country. It moves for very short hauls. Unlike coal, 
it is subject to movement by motor carrier, so much so that there have 
been instances where the railroads could not get the business at any 
price. 

Consequently the railroad rates on crushed stone throughout the 
country have gravitated to a very low level as compared with rates on 
coal. 

A recent study made by the accounting people of several eastern 

railroads dise losed that crushed stone rates would have to be increased 
between 25 and 30 percent before they would produce the income en- 
joyed from certain other categories of traffic. Because of the com- 
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petitive nature of crushed-stone traffic the chief traffic officers knew 
that such an increase in the rate level would drive all of the traffic 
from the rails. 

What I have said as to coal versus crushed stone is typical of the 
railroad ratemaking problem on many commodities. 

Competitive influences, market competition, and many other factors, 
have tended to fix different basic rate levels among the many com- 
modities. 

The railroad industry has found it necessary to seek several general 
freight rate increases, especially duri ing the past 10 years, to offset 
several rounds of wage increases and jncreased costs for materials 
and supplies. 

After full hearing in each of these cases, the Interstate Commerce 
Commission authorized general increases of varying amounts, It 
has consistently authorized the highest increases to freight already 
subject. to the highest basic rates which in many cases was already 
providing something over and above current costs. 

Somewhat lower increases were generally authorized for applica- 
tion to certain categories of lower rated freight such as the products 
of agriculture. 

In every case, however, the Commission has approved some measure 
of increase on all kinds of freight so that the general increases as a 
whole have been apportioned along realistic lines between the many 
classifications of freight. 

As I understand it, the Post Office Department seeks to provide 
increased postal rates on several categories of mail, including first- 
class mail which may or may not bea deficit item. 

As to some of the lower classes, it suggests certain increases, some- 
what less than that sought on first-class mail, but as high as it feels 
it can go at this time and continue their free movement in substantial 
volume. 

This is essentially the same manner in which railroad freight rates 
are adjusted generally and for the same purpose; i. e., to preserve and 
encourage the traffic movement. 

As I understand it, the approval of the Post Office Department’s 
proposal would do no more than to substantially reduce the deficit and 
would not cover all costs. 

I have read the testimony of the Postmaster General on the need 
for revenues, of the Deputy Postmaster General on the method of 
interpreting cost data for ratemaking purposes, and of Assistant 
Postmaster General Robertson on the particulars of the proposed 

rate changes. 

It is my opinion that the proposals of the Post Office Department 
are sound in principle and in accordance with well established and 
recognized methods of ratemaking. 

The CHarrman. Are there any questions of the witness ? 

Mr. Moss? 

Mr. Moss. Mr. Hill, is it not a case at the moment of the railroads 
being in substantial disagreement with some of the ratemaking prac- 
tices they must adhere to because of regulations? 

Mr. Hix. Yes, sir; we dislike some of what we term the archaic 
provisions of the Interstate Commerce Act. 

Mr. Moss. Do you set rates deliberately at a figure below actual 
cost ? 
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Mr. Hib. Sometimes. 

Mr. Moss. Is that a matter of choice, or is it forced upon you ¢ 

Mr. Huu. It is forced upon us, sir. It is either lower rates or no 
business to handle. 

Mr. Moss. Is it not the case also that because of a historic pattern, 
going back to the very beginning of railroading, some of the pre- 
ferential rail rates were established as an inducement to traffic 
as a concession to the development of various items in order to gen- 
erate traffic ¢ 

Mr. Hinx. That is true, sir. 

For example, if I may give one, we have historically maintained 
what we consider to be very low rates on such commodities as iron 
ore and in some cases on coal. We in the days when we had a virtual 
monopoly on transportation, recognized this policy as good business 
because 1t brought in raw materi: als which were going to be manu- 
factured into finished, higher rated traffic, which we knew we were 
going to eventually h: indle. 

Tod: ay the conditions are somewhat different because muc i finished 
traffic is moving out by means of our other competitors. We have to 
give these in-bound commodities another appraisal because they are 
not paying the proportion of the total cost that we anticipated they 
would. 

We might have some rates on some commodities even lower than 
cost, but when the revenue we received from the outbound movement 
of the finished product was considered, we realized a considerable 
profit. 

Mr. Moss. I am going to ask you generally some of the 
tions I directed to Mr. Coleman. 

Do you feel that it would be sound procedure for this committee 
to just increase rates, or do you feel it would be a wiser policy finally 
to tackle basic policy questions and make determinations as to what 
the policy should be in the case of third-class mail—whether there 
should be a subsidy involved ¢ 

If there is to be one, what percentage of the cost should be met 
fully from rates and what percentage should be met from subsidy ¢ 

Mr. Hux. I think by all means we have reached the point where 
detinite policy should be established first. 

Mr. Moss. And if we are to establish, as is requested in the legis- 
lation before us, a rate-fixing commission, do you feel that it would 
be at all sound to establish such a commission without first giving it 
the policy ¢ 

Mr. Hitt. No, sir; I speak historically, based upon my experience 
with the Interstate Commerce Commission. I can’t see how that com- 
mission would ever have functioned without having first the act to 
regulate commerce which set the policy. 

Within that framework it has done an excellent job. Without it, I 
don’t know what would have happened. Chaos would have resulted 
i my opinion. 

Mr. Moss. The failure to set policy just leaves this whole field wide 
open to misinterpretation and criticism. It makes of it a football when 
it should not be. It should be something that you can look at and from 
clearly established guidelines say it is doing a good job or doing a 
poor job. 


Mr. Hii. Correct. I agree entirely. 


same ques- 
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The CuatrmMan. Mrs. St. George? 

Mrs. Sr. Grorcr. Mr. Hill, on looking over this legislation do you 
not think we have established, in the first part of the bill, the necessity 
for a commission and also spelled out a good deal of the policy, or 
rather the chairman has—certainly I have not—although I did intro- 
duce a bill to establish such a commission. In fact, I have been plug- 
ging for it ever since I have been in the Congress, which is a very long 
time now, I find. 

I think it is most important, and T think that Congress on the whole 
has shirked its duty in this respect in that it has never been willing 
to grapple with the problem and has never been willing to establish 
such a commission. It has never been willing to spell out policy, and I 
am inclined to think that it is due to pressures; for that reason the 
Congress continues in this rather lame fashion to set rates every so 
often and never quite adequately. 

I think this legislation might remedy that. 

Mr. Hitz. I quite agree with you. 

It seems to me, and T again speak from my experience with the Inter’ 
state Commerce Commission, that what happens is the same as in 
other businesses. Patterns emerge from experience and experience 
itself is very helpful to the people who are specifically engaged in rate- 
making activities. 

We have had excellent results. The terms of office are lengthy— 
long enough to educate the people with the problems of the industry— 
and despite the fact that we frequently disagree with the Commis- 
sion’s findings, we know that its decisions are based on sound princi- 
ples, and the only difference between us is a matter of degree. 

Mrs. Sr. Grorcr. Thank you. 

The Cuatrman. Mr. Gross. 

Mr. Gross. Mr. Hill, how many rate increases have you had for 
hauling mail in the last 15 years? 

Mr. Huw. Hauling freight, you mean ? 

Mr. Gross. Mail. 

Mr. Hr. I am not familiar with what has happened to the trans- 
portation rates paid by the Post Office Department in the last 15 
years. Iam familiar with the freight-rate situation. 

Mr. Gross. Do you classify first-, second-, and third-class mail as 
freight: is that it? 

Mr. Hitz. No: I don’t believe you understand my position here. 

Mr. Gross. The railroads are paid for hauling the mail; is that 
not correct ¢ 

Mr. Hint. T understand now what we are talking about. Yes, sir; 
I understand we had an increase last year. 

Mr. Gross. In first, second, and third class ? 

Mr. Hii. What the classes were I don’t know. 

Mr. Gross. What about the last 10 years, for instance ? 

Mr. Hinn. Tam not familiar with it. It is out of my depth; I am 
sorry. Tam only familiar with freight-rate adjustments. 

Mr. Gross. You are here testifying for an increase in postal rates, 
are you not ¢ 

Mr. Hit1. Tam here supporting the method by means of which the 


Post Office Department is trying to place itself on a sound fiscal basis. 
Tam pointing out—— 
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Mr. Gross. Then you are not testifying in behalf of a postal-rate 
increase ¢ 

Mr. Hix. Not any particular increase; no, sir. Iam only testifying 
in behalf of the method being pursued which I say is a good, busi- 
nesslike method and is the one used in adjusting railroad freight rates. 

Now, as to what particular increase should go on any particular 
class of mail, I am not informed enough to give you an answer. 

Mr. Gross. I see. I thought you were here speaking in behalf of 
the bill pending before the committee to increase postal rates. 

Mr. Hirt. I am speaking in behalf of the Post Office Department’s 
proposal insofar as I am aware of the method used by the Department 
inarr —— its recommendations. 

Mr. Gross. Then the people you represent, the eastern railroads, are 
not here saying that they are for a postal-rate increase ? 

Mr. Hiri. That is correct. I am appearing as an individual and 
not in behalf of the railroads. 

Mr. Gross. You are an executive of the Eastern Association of 
Railroads ? 

Mr. Hix. That is true, and it is based on the experience I have had 
that I am appearing as an individual giving the committee the benefit 
of my experience. 

Mr. Gross. And freight rates—then just take freight rates for the 
moment. Freight rates are not predicated upon ability to pay / 

Mr. Hux. They are made on the value of the service to the shipper. 

Mr. Gross. Or whatever the traffic will bear; is that a fair state- 
ment ? 

Mr. Huu. It is another way of saying it. Although the method of 
making rates on the basis of what the traffic will bear was a conc ept 
that the railroads themselves originally used in deciding what a 
shipper had to pay. 

Now, things are very much different. We now measure freight rates 
in reference to the amount of money that a shipper can afford to pay 
and will pay to move the traffic in substantial volume. 

We have learned by sad experience that we can no longer dictate 
the level of freight rates to our receivers 

Mr. Gross. I wonder how true that is. You announced a freight 
rate increase of 6 percent a week ago last Saturday; is that correct ? 

Mr. Hinu. Yes; after a full hearing before the Interstate Com- 
merce Commission. 

Mr. Gross. I understand that perfectly. I do not think our farm- 
ers in Iowa have the ability to pay a 6-percent increase in freight 
rates and I do not think you think that, either. 

Mr. Hii. They were only asked to pay five, sir. We didn’t get 
the full increase on farmers. 

Mr. Gross. All right, 5 percent. That is only 1 percent difference. 

Thank you. 

The CuatrmMan. Mr. Johansen. 

Mr. Jonansen. There has been agreement on the part of the wit- 
ness that it is desirable to set certain policy matters and reach certain 
policy decisions either in advance or concurrent with proposed postal 
rate increases. 

Would it be your judgment and your experience that policies with 
respect to freight rates and with respect to interstate commerce mat- 
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ters have been evolved over the years—that they are not something 
that has been fixed and adopted finally and completely by one act or by 
legislative fiat at one time, but that they actually evolved? 

Mr. Hixt. That is true, sir. 

Mr. Jonansen. In other words, you have not necessarily waited 
for the final and last word in the matter of policy governing rates 
before rate adjustments were made that were based on practical 
necessity ? 

Mr. Hix. That is correct; but in the original act to regulate com- 
merce the Congress set certain guideposts that were the most impor- 
tant things to be wateched in the making of freight rates. 

For example, the rates under section 1 may not be unreasonably 
high. 

Under section 2 they may not be prejudicial; under section 3, not 
preferential; and under section 4, we are prohibited from having a 
higher rate at an intermediate point along the same route. 

Those were the four key things set by the act to regulate commerce. 

As you say, it has been changed on numerous occasions and in many 
ways — but that pattern has remained. 

Mr. Jonansen. Now, this next question may not be entirely fair. 
I may be asking something of you that is not proper. If it is, say so. 

What, basically, do you feel in the way of a policy decision or 
declaration prior to or concurrent with rate increases ought to be 
made by the Congress? I keep hearing talk about policy decisions 
that need tobe made. Iam not quarreling with it as a general premise, 
but I am trying to bring it down to earth as to what, specifically, that 
might involve. 

Mr. Hm. I am sorry, but I don’t believe I could give you an answer 
to that, because I am not familiar enough with the operation of the 
Post Office iO 

Mr. JoHansen. That is why I qualified the question. 

Mr. Hix. Cert tainly someone should provide that answer, before 
the hearing is finished, because it is very important. 

The CHatrman. Mr. Lesinski. 

Mr. Lesrnsxt. In 1926 Congress established the cost of 98 percent, 
or thereabouts, for third-class mail, to be handled in the post offices 
as a fill-in, let us say. 

The question I pose, Mr. Chairman, for the benefit of the committee, 
is that the Department give us, let us say, 98 percent, as an example, 
for third-class mail. The same thing goes for second-class mail, under 
a practical approach to where it should be. 

It would have to take into account what the Department is paying 
out—at a discount, let us say—to some people, like veterans and so 
forth, where they have lower rates, whatever figure that is. 

Now, this will be part of the whole picture because it will allow us 
to peg third-class mail at 98 percent, but the Appropriations Com- 
mitttee shall pay X number of dollars toward making up the difference 
for those special types of mail that now shows in the third-class mail 
cost, so that we will know the full facts, the full details, when we 
report out this bill, and will be able to make full recommendations 
accordingly and with all the facts before us. 

Is that possible, Mr. Stans? 

Mr. Stans. What you are suggesting, as I understand it, is entirely 
consistent with what we are proposing. 
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Factually, I would like to add one thing. Third-class mail in 1926 
was paying ‘98 percent of costs. But this was not the result of a de- 
termination by the Congress. Third-class rates had been fixed pre- 
viously. It just happened i in the Department’s first cost ascertainment 
report that rates were producing revenues to cover 98 percent of costs. 
This does not mean that Congress had determined that rates should 
be set to produce that amount—it just happened incidentally or ac- 
cidentally. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. I was waiting until everyone got through to ask my 
question. That may sound simple, but I wanted to try to get it down 
in simple terms so that I can understand it. 

Now, you stated, as I understood, that at least part of your rates 
for railroads are based upon what the shipper can pay and can afford 
to pay. 

Mr. Hit. Yes. 

Mr. Dowpy. Now, Mr. Hill, right along that line, of course, you are 
running a train; it 1s going to cost you so much to run it. It is ona 
regular schedule and going anyway. 

You mentioned crushed stone, I believe, or crushed limestone that 
vou carry. You put on an extra car: it is going to cost you a certain 
amount of money, but not much since the train is moving anyhow. 

Now, when you consider what the shipper can pay and can afford 
to pay on moving that crushed stone, would you set a rate to move 
it that would not even pay the extra cost of driving a train on that 
particular day / 

Mr. Hitt. No; that is what I have said in my testimony. 

There are times when no rate we could make would get the business. 
It just isn’t possible, in many cases. We forego a greal deal of busi- 
ness because we can’t afford to handle it at the rate the shipper is 
willing to pay. 

Mr. Downy. In other words, it costs you more to move your train 
that you are going to move anyway, than what you would get? 

Mr. Huw. That is right. 

Mr. Dowpy. So if I understand correctly, the Post Office Depart- 
ment is moving at least certain types of second-class mail, particularly 
magazines, at a lesser amount of money than they actually pay the 
railroads for transportation. Now, that does not conform with the 
railroads attitude or your attitude in moving certain classes of mail, 
does it ? 

Mr. Hutz. Of course, there are a great many so-called intangibles in 
the handling of mail by railroad, or 2 any other means of transportation, 
that I would be able to discuss with you. 

Mr. Downy. I am not talking about any intangibles or anything 
like that. I am comparing that with your refusal to move merchan- 
dise or move freight that does not even pay ~ the additional cost to 
your railroad to move the train for that one da) 

It seems to me it is in many ways vamementte with this, here. 

Now, if the proposal to increase postage on magazines still would 
not be sufficient even to pay those freight costs, would you think that 
it is enough ? 

Mr. Hiri. As I have said before, and I am not trying to dodge your 
question 
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Mr. Dowpy. I am trying to make it simple. Maybe I have confused 
it for you. 

Mr. Hix. You have made it simple enough for me. I just don’t 
know enough about the subject to discuss it. 

I have said before I do not know anything about the exact amounts 
that the Post Oflice Department proposes to place on each particular 
kind of mail. All I am saying is that in my opinion the method they 
are pursuing toward that end is a good method and is a method we 
employ in making freight rates. 

The Carman. Thank you very much, Mr. Hill. 

Mrs. Prost. Mr. Chairman, I have another question. 

The Cuatrman. Mrs. Pfost. 

Mrs. Prost. On this matter of policy and whether or not it should 
be spelled out, or to what extent, I have just jotted down a few points 
which would illustrate some of the things that I have in mind. 

[ would like to get your reaction to the propriety of such consider- 
ation in legislation. 

Now, we incur approximately 83 percent loss in the handling of 
second-class mail, according to cost ascertainment, and that is without 
passing any judgment as to whether that would be less if the question 
of preferential service were evaluated. 

But do you not think it would be important that Congress indicate 
whether the entire loss incurred in the handling of second- and third- 
class mail should be a charge against other departmental revenues, 
or should be in part a charge against broader general revenues 

We have three services rendered by the Department. eos are 
those properly a charge against the users of mail or, because they 
clearly represent a free service, and the intent of the Congress cer- 

tainly is that they be free, should they be charged entirely against the 
Department or against, again, the broader revenue base of the overall 
Federal Government ¢ 

We have other services that are clearly subsidized. Certainly, from 
the very rate itself, it is the determination of the Congress that a sub- 
sidy be given. Should the amount of subsidy be a charge against the 
Department? Should it be allocated over all other classes of mail 
proportionately? Or should it be a charge primarily against the 
first-class rate structure ¢ 

Then, should rates in the overall be set at a figure high enough to 
produce revenues to take care of the costs mentioned by Mr. Stans. 
which heretofore have not been considered as a part of the cost of 
the Department, such as retirement and other fringe considerations 
ancl depreciation on equipment and facilities? 

Those are the types of policy questions which I feel should be deter- 
mined in advance of ratemaking. 

Would you feel that they are proper considerations ? 

Mr. Hitt. They seem to represent some of the more important 
features of the post office operation. 

I would suggest, if I may, though, that Congress should be rather 

careful not to place any body that may be appointed to the Commis- 

sion in too much of a strait): acket because if there are too many policies 
and if every feature is covered the Commission would have very little 
latitude within which to work. 

Mrs. Prosr. I realize the importance of proper legislation and good 
judgment. I do not think you should hog-tie them. I do feel you 
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should also leave them free of pressures which would make it almost 
impossible for them to exercise their judgment. 

Mr. Hix. I agree with that. 

The CHarrman. Mr. Corbett ? 

Mr. Corsert. Very briefly, will the gentleman state whether or not 
he believes that the rate increases proposed here are pretty judiciously 
arrived at? 

Mr. Huu. So far as I am aware of the details, and that is rather 
limited, yes, sir, because I think that the basis from which they have 
been computed is proper. 

The Cuatrman. Thank you very much, Mr. Hill. 

We have our colleague with us, who is a member of the Appropria- 
tions Committee, Representative John Taber of New York, the ranking 
minority member on the House Appropriations Committee and the 
former chairman of the committee. 

I am sure he is familiar with the postal deficit over the years. I 
will be glad to hear anything he has to present to the committee. 


STATEMENT OF HON. JOHN TABER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Representative Taner. Mr. Chairman and members of the commit- 
tee, I have been a member of the Appropriations Committee since De- 
cember 1923. During that time I have served on the Post Office 
Appropriations Committee at least 10 years and I have had to do with 
the making up of bills and their process through conference a great 
many more years. 

We have now reached the situation, in spite of every effort of econ- 
omy on the part of the Postmaster General and the committee, that 
the Post Office Department will probably show a deficit of at least $500 
million in the coming fiscal year. 

I think the deficit is so large that it demands immediate action on 
the part of the Congress to reduce it. 

The Department has recommended a 1-cent increase in letter postage 
per ounce, a 1-cent increase in the airmail charge per ounce, increases 
in second-class rates aggregating at least 30 percent, and an increase 
in the third-class mail of nee itely 30 percent. 

These increases are all set as low as it would be possible to set them 
and still provide revenue enough so that the Department could come 
out with adequate revenues. 

It seems to me that it is the responsibility of Congress to charge the 
users and the patrons of the post office enough to meet its obligations 
from year to year. 

I feel that the Congress should meet its responsibility. Postal 
deficits are one of the reasons why we have such large income taxes on 
the farmer, on the wage earner, and on the other classes of our people. 

Why we should keep larger taxes on these people in order to operate 
the Post Office Department at a deficit is beyond my understanding. 

I feel that we should meet our responsibility here. We should go 
ahead and raise the rates and have them at a point where we can 
balance the Post Office Department budget. 

The Cuatrman. Thank you very much, Mr. Taber 

Are there any questions? 

Mr. Corsert. I would like to ask Mr. Taber a question or two. 
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No. 1, I find that I am going to be able to support this bill as regards 
the ratemaking features and as regards approximately the “total 
amount of money that would finally result. 

There are some needed adjustments. There are certainly going 
to be some controversies over whether certain classes are getting too 
much of a burden and whether others are getting by rather easily. 

But one of the things that attracts me to this bill is the fact that it 
still maintains the formula which I think is fair, that some portion 
of the charges should be listed as public service and chargeable to the 
Treasury of the United States. 

sd e have never fully ascertained just what that is. 

So, along with my colleague from California, Mr. Moss, Mr. Alex- 
saimae , and others, we have asked—I am taking this time because 
the Appropriations Committee could help very much—if we could 
have a statement of policy once and for all as to approxim: ately what 
poe of the postal deficit is properly payable by the Federal Trea- 

ury and what part of it is properly payable by the users of the mail. 

Certainly if we as a matter of congressional policy are going to 
extend services at a calculated loss, then surely the magazine pub- 
lishers, the direct-mail advertisers, nor anyone else, should not be 
asked to pay that. 

Do you agree with that, or have you thought it through enough ? 

Representative Taner. I have thought of that situation. I can 
remember when the Saturday Evening Post was 15 pages and when it 
was not a heavy burden for the carrier. 

Today I would say 25 percent of our population have it in their 
homes. On the day that it comes out instead of having only a few 
p: iges as it used to have, the carrier has to carry a magazine of 120 to 
150 pages. 

Now, I have just cited that particular publication because of its 
general circulation. Other publications are no different than the one 
mentioned. 

The increases in the size of magazines are almost entirely due to 
advertisements which are carried by different businesses throughout 
the country. 

Now, it 1s a good thing to have these advertisements. They permit 
people the opportunity of knowing what is available for purchase. 

On the other hand, it is a service the cost of which is in the mer- 
chandise that people buy. 

And I do not believe that there is any reason why that sort 
of thing should be saddled onto the ordinary taxpayer; that is, the 
wage earner and the farmer. I might also say that by looking at the 
Treasury’s statement you can see by the size of the “witholding tax 
that the wage earner is the most important one when it comes to pay- 
ing taxes, 

Mr. Corserr. Would you yield moment, sir? 

I think, regardless of the matter of service to the consuming public, 
we might concede the gentleman’s point and go on to what I 
thing is the philosophy of this thing; namely, is there some per- 
centage of the postal deficit which is properly chargeable to the 
Treasury of the United States rather than to the users of the mail? 

Obviously, in years gone by, the users of the mail should not have 
had to subsidize the airlines, or they should not have had to pay the 
charges for penalty mail or franked mail, or things of that sort. 
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Presently they should not have to pay for free mail to the blind, 
or other free services extended, just to be brief. 

There are things in there and policies in there, I contend, which 
should be recognized as matters of congressional policy and govern- 
mental policy : and, therefore, we ought | to determine that percentage 
as clearly as possible and not insist that that is something that ought 
to be paid by the users of the mail. 

Representative Taber. If there is some item that should be borne 
by the taxpayer, rather than the user of the mail, that should be pretty 
clearly demonstrated. 

Frankly, it is a little difficult for me to see why we should go farther 
than the users of the mail in distributing our costs. 

Mr. Corserr. For example, we are carrying religious mail and pub- 
heations of fraternal organizations and labor magazines and veterans’ 
association pub ications at a calculated loss. We are subsidizing those 
magazines 

Now, it should not be the Saturday Evening Post’s job to pay for 
that subsidy; should it ? 

Representative Taser. Oh, no; I would not expect that. If we give 
anybody the free use of the mail, or a discount on the charges, that 
should automatically become a charge on the Treasury. 

Mr. Corsert. That is my point. 

Thank you. 

Mr. Gross. If I may for one moment, I do not think that anyone 
contends that the people of this country who use the national parks 
pay fees commensurate with the upkeep and building of roads and all 
that goes into the maintenance of our national parks. 

The Appropriations Committee provides appropriations to make 
up the deficit between what the public pays for the use of the parks 
and what it costs to maintain them. 

Representative Taner. Parks are open to the general public and 
should be supported by the public. There are many other things that 
are in the same category. 

But we mane not go into this too far. 

The Caiman. Thank you very much, Representative Taber. 

We are glad - welcome Represent itive J. Vaughan Gary of Vir- 
ginia, who is also on the Appropriations Committee and who is chair- 
man of the subcommittee that has charge of the appropriations for 
the Post Office Department each vear. 

We will be glad to hear from Representative Gary and have the 
benefit of his views on the postal rate situation. 


STATEMENT OF HON. J. VAUGHAN GARY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Representative Gary. Mr. Chairman and members of the committee, 
when I came to the Congress in 1945 the only committee vacancy was 
on this committee and I was appointed to this committee notwith- 
standing the fact that a very distinguished Virginian was the chair- 
man at that time. 

After serving for a short time on this committee, I was transferred 
to the Appropriations Committee and for some reason, I have always 
suspicioned that possibly some interest connected with the Post Office 
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might have had something to do with it; I was assigned to the sub- 
committee handling the appropriations for the post oflice. Therefore, 
! have been continuously connected with post office matters since I 
first came to the Congress. 

As you know, I have had the privilege of alternating with Mr. 
Canfield as chairman of the Treasury and Post Office Subcommittee 
for the last 8 years. 

Our committee has always felt that the rates should be increased 
so that the users of the various classes of mail would pay for the 

‘rvices Which they are receiving. 

W e have taken that position no later than this year. We feel, how- 
ever, that, of course, the methods of determining how that increase 
should be distributed is a matter purely within the j jurisdiction of this 
committee and we have not attempted to overstep our jurisdiction 
in that respect. 

May IL say, however, that I personally had a strong feeling sometime 
Ago thi at the Post Office should not be fully self-sustaining ‘bee: ause, as 
has been suggested, there were certain items in the Post Office ac- 
counting which unquestionably should not have been there. I refer 
to the franked mail, penalty mail, and subsidies to airlines. 

Our committee recommended for a long time that those items be 
eliminated from the Post Office accounting. Now, they have been 

eliminated and as a result the deficit of the Post Office was substantially 
reduced. 

I may add that within the last few years we have had very marked 
‘rogress in the Post Office Department in establishing more economi- 
a and more efficient operation. That program began sometime ago 

whan our committee, and your committee also, began to insist that the 
Post Office Department use more modern methods. 

I have heard from a great many sources, particularly after the first 
Hoover Commission made its report, that if we would just eliminate 
the inefficiency in the post office service we would eliminate the deficit. 

The past administration found that that could not be done, and 
this administration has found out the same thing—that it cannot be 
done. 

We can reduce the deficit and we have reduced the deficit by putting 
in efficient methods, but so far as I know the post office is the only 
business, and it is a business—it is a business that is rendering service— 
and so far as I know it is the only business in the entire United States 
that has attempted to operate with the increased cost that modern 
inflation has placed upon it without increasing the charge for its 
services. 

The Post Office Department today has experienced increases in 
costs, they have had increases in 1 salary, 

As a matter of fact, when I came to the Congress in 1945 the post 
office employees had not had an increase in salary for over 20 years, 
and it was my privilege, although I was elected on a platform of 
economy and efficiency, to make my first speech in Congress in favor 
of an increase of salary for postal employees, because I thought it was 
richly deserved. 

Since that time they have had a number of substantial increases 
and the Post Office Department is paying much larger salaries today 
than it did then. They have had increases in cost in transportation 
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and in practically every activity. Yet the postal rates remain sub- 
stantially the same as they were then. 

Under those circumstances what has happened? Now, we have 
eliminated the frank mail, the penalty mail, and the subsidy for air- 
lines, and there only remains in the accounting today about $30 
million for some few miscellaneous items that should be eliminated. 

They came before us last year and asked us to appropriate the 
money to take care of those items. We felt that was a legislative 
matter and that it should be handled by your committee. 

Very frankly, I think your committee should. I think you have a 
bill pending before you and if I may say so without being presump- 
tious, I think your committee would do well to consider that bill to 
transer those items. They are minor items. 

But, notwithstanding the fact that we have eliminated those items, 
and that the Post Office Department has adopted more modern, eco 
nomical and efficient methods of operation, today we face a defiicit of 
approximately $500 million. 

That is not operating a business, in my judgment, as it should be 
operated. 

Mr. Corserr. Would you yield for a question ? 

Representative Gary. Yes, sir. 

Mr. Corserr. I was very much interested in the statement that th 
were only $30 million worth of those items. I know there is cies 
disagreement on this, but you keep hammering and emphasizing the 
word “business.” 

Now, when we deliberately as a matter of policy go out and extend 
the postal service into areas where it cannot possibly break eve 
where maybe on some occasion it might cost as much as $4 to deliver 
a letter or a parcel, obviously that is good for the country and we want 
to sustain it, but when we are extending service into all areas of the 
United States, then certainly we are doing it as a calculated loss. 

Representative Gary. Doesn’t every business do that ? 

Mr. Corserr. Not if they can help it. 

Representative Gary. I don’t think most of them can help it. I 
think every business has to take the good with the bad in order to 
serve ina particular field. 

Now, I know exactly what you are talking about. Frankly, I am 
not at all certain although I am not advoc: ating any change at the 
present time, but since this is a business and since the Federal Gov- 
ernment is selling service to the people, I am not certain that a lot 
of the exemptions that appear in our present laws should be there. 

But if you are going to allow them, { agree with you that the cost 
of handling that class of mail should not be ch: irged up to the other 
users 

Mr. Corserr. There is misunderstanding. I am only talking about 
the degree, the percentage that ought to be charged to the Treasury. 

Represent: itive Gary. Yes. The $30 million I was t: king about is 
for services that are rendered by the United States Government itself. 

Mr. Correrr. It can be specifically itemized. 

Represent: itive Gary. Yes; it can be specifically itemized. I had no 
reference whatever to any subsidy that you might give for religious 
mail or for trade organizations. I think that is a matter of policy, that 
ought to be very carefully considered by the committee, but I thor- 
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oughly agree with you that if, as a matter of policy, you decide to 
give favorable rates to any group of that kind, then the burden of 
handling that mail should not be shifted to the other users, but should 
be borne by the Treasury. 

Mr. Coreerr. Thank you. 

Mr. Rees. I want to say first I appreciate very much your appear- 
ance here this morning and I would like to extend the invitation to you 
that when there is a vacancy on this committee we will be glad to have 
you join us. 

Representative Gary. Thank you, sir. I appreciate that very, very 
much. It was a great pleasure to work with you when I was here 
before and I have very great respect for this committee. 

The Cuarrman. Thank you for your statement, Mr. Gary. 

Mr. Gross. I am glad to hear the gentleman say that he believes the 
handling of the preferential treatment of mail should come before this 
committee because we had a rather unfortunate experience only last 
week when the Appropriations Committee brought legislation to the 
House floor to breach the 70 year retirement and to add 11 supergrades 
by way of an appropriation bill. 

Representative Gary. I thought you slapped us on the wrist for that 
and would not let us get by with it. 

Mr. Gross. [am just taking this opportunity to slap you on the wrist 
again. 

Representative Gary. But I will say that so far as our subcommittee 
is concerned and so far as the Appropriations Committee is concerned 
us a whole—— 

Mr. Gross. It was not your subcommittee. 

Representative Gary. I think we always hesitate to bring in legisla- 
tion in an appropriation bill, but sometimes it becomes necessary and 
sometimes probably when it is not necessary we are overpowered by 
our Own Views on certain legislative matters and just get a little too 
ambitious, 

The CHarmMman. Thank you very much, Representative Gary. 

We will next hear from Mr. Harold W. Carlisle, executive editor of 
the Ohio State Journal, Columbus, Ohio. 


STATEMENT OF PRESTON WOLFE, PRESIDENT, THE DISPATCH 
PRINTING CO., PUBLISHER, THE COLUMBUS DISPATCH AND THE 
OHIO STATE JOURNAL, COLUMBUS, OHIO, AS READ BY HAROLD 
W. CARLISLE, EXECUTIVE EDITOR, OHIO STATE JOURNAL, 
COLUMBUS, OHIO 


Mr. Carutste. Mr. Chairman, ladies and gentlemen of the commit- 
tee, my name is Harold W. Carlisle. I am executive editor of the Ohio 
State Journal, Columbus, Ohio, a member of the board of directors of 
the printing company which publishes the Columbus Dispatch in 
Ohio, which are 2 newspapers with circulation of approximately 
2 million. 

The statement I have here was written by Mr. Wolfe who is pub- 
lisher. Mr. Wolfe hoped to be able to deliver it in person, but he was 
stricken ill and could not attend. He was hoping you might indulge 
me if I would read his statement. 

The Cuarrman. Yes, sir; go right ahead. 
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Mr. Caruistr. Our newspaper has been a consistent champion of 
what we believe to be right and fair, and we have always defended 
the right of free expression. 

As a newspaper, we take fierce pride in the independence of our 
opinions, while respecting the opinions of others. 

In the operation of our business, we use the United States mails 
as an integral factor, a reliable distributive arm without which we 
would suffer. 

Certainly, therefore, we expect to pay our fair share of the cost of 
operating the United States Post Office Department. 

We are well aware that, today, this Department is a big business in 
trouble for a very simple reason; it is required to spend more than it 
talesin. Itcannot make ends meet. It is losing $1,000 a minute. 

rhe financial dilemma is not something existent solely at the na- 
ional level. It can be illustrated at our level here, and it should be. 
Here are the facts: 

Even though Columbus has a better-than-average district, it is not 
making as much as it is required to spend. 

It should be explained that the Columbus district which operates 
through 30 of Ohio’s 88 counties, is a part of the Cincinnati region, 
operating through 3 States. 

Of the 37,863 post offices in the Nation, the Columbus district has 
159. It has 11 first-class offices doing more than $200,000 worth of 
business a year, and 25 first-class offices doing between $40,000 and 
$200,000 worth of business a year. 

Two of these first-class offices in the Columbus district shows re- 
ceipts in excess of $1 million annually. These are the Marion and 
Columbus operations. 

Marion receives slightly more than $1 million yearly and Columbus, 
the hub of the district, received $10,925,916 duri ing the last calendar 
vear. Itthus experienced a net income of receipts over expenditures of 
slightly more than $4 million. 

Post Offices, it should be explained, are classified by the amount of 
receipts per year. First-class offices are those experiencing receipts of 
more than $40,000. 

Second-class offices are those in the $8,000 to $40,000 receipts bracket. 

Third-class offices are those in the $1,500 to $8,000 bracket, and 
fourth-class offices are those receiving up to $1,500. 

The 30-county Columbus district has 68 second-class offices, 174 
third-class offices, and 181 fourth-class offices. These offices require 
expenditures of approximately $3 million a year more than they 
make. 

This is a significant deficit figure because the proposed postal rate 
increases would provide approximately $3 million more in the Colum- 
bus district alone. In other words, the increases would put the entire 
district on a breakeven or better basis. 

Districtwide, our receipts for the calendar year 1955 totaled $19,- 
709,348. The Columbus office contributed $10,925,916 of that. 

The district spent $15,409,960 with expenditures for the Columbus 
operation alone totaling approximately $6,400,000. 

It becomes clear, as these figures are analyzed, that the Columbus 
operation contributed more than half of the districtwide receipts and 
spent less than half of them. 
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The districtwide balance of $4,299,388 was due largely to the con- 
tribution of the Columbus facility. Its contribution to that balance 
was more than $4 million. 

In spite of this balance, the final experience was a deficit. That was 
due to added expenses of maintaining nonrevenue producing rural 
routes, costs of postal transportation, and pro rated costs of Washing- 
ton departmental expenses. 

It should be emphasized here again that Columbus is one of the more 
productive revenue districts in the Nation. 

The proposal by Hon. Arthur Summerfield, Postmaster Gen- 
eral, is that first-class mail be raised 1 cent an ounce; airmail 1 cent 
an ounce; second-class mail 30 percent in 2 successive increases, and 
third-class mail a flat 30 percent. 

Second-class mail is primarily newspapers and magazines. Third- 
class mail consists primarily of advertising matter. 

‘The increase in second-class rates would, of course, directly aifect 
publishers. ‘Those of us in Columbus would find our expenses in- 
creased approximately $195,000 a year for publications mailed locally, 
according to reliable estimates. 

It is obvious that if this newspaper were to permit itself to be in- 
fluenced by normal business profit motives, it would not view the 
proposed rate increases with favor. 

Yet, we cannot overlook the established fact that postal rates today 
are substantially the same as they were back in 1952, relating that fact 
to our own experiences with spiraling costs in the business field since 

hat time. 

We cannot, therefore, in good conscience oppose rate increases 
which are meant to establish the United States Post Office Depart- 
ment as a self-paying operation. We support the proposal by Mr. 
Summerfield. 

Every publishe r must be aware of Mr. Summerfield’s establishment 
of an improved accounting system in the postal operation and of his 
adoption of a variety of money-saving devices. Among the latter was 
elimination of some 3,000 small post Offices. 

It is apparent that elimination of more such small offices, particu- 
larly in the fourth classification where guaranteed flat outlays always 
substantially exceed receipts, it is a matter which should be given 
further careful study. We believe that to be true in the Columbus 
district. 

Nevertheless, perusal of receipts and expenditures as outlined above 
would indicate that abolishment of all such offices in our district would 
not, by itself, enable the operation to make ends meet. We cannot 
believe that the relatively small rate increases proposed by the Post- 
master General would outweigh the general benefits in sounder opera- 
tion of the United States Post Office Department which would result. 

Thank you. 

The Cuarrman. How many newspapers are there in Columbus? 

Mr. Carutsite. We have three newspapers. Three daily newspapers 
and one weekly, actually. 

The CuairmMan. Do you estimate that the proposed increases in the 
legislation would cost the 3 papers approximately $195,000 a year? 

Mr. Carutstr. I don’t mean quite to give that impression. The 
195,000 would be the cost to the publishing industry in Columbus. 
We do have some magazines out there also. 
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The Cuarrman. Newspapers and magazines, publishing concerns? 

Mr. Carutstz. That is right, sir. 

The CuatrmMan. Are there any questions of this witness? 

Mr. Rees. 

Mr. Rees. What proportionate share of the cost of your operation 
is postage ? 

Mr. Carutsie. I cannot give a definite figure because it has been 
impossible to determine on the basis of available data. My guess 
is that it would run something over $62,000. 

Mr. Rees. What percent of your total cost is postage? 

Mr. Caruis_e. Of our total cost of operating the new spapers ? 

Mr. Rees. Yes, sir; one of the items in the cost of operation is 
postage. . 

Mr. Caruiste. Sir, it would be a very small percentage. I could 
figure it out in about 10 minutes. Perhaps 1 to 2 percent, I suspect. 
It would not be a major item. Our major items of cost are news- 
print and personnel. 

Mr. Rees. And those have increased in recent years considerably, 
have they not? 

Mr. Carutste. Too much. For example, our newsprint cost has 
gone up from $42 in 1944 to $130,000. 

Mr. Rees. And your labor costs have gone up. 

Mr. Caruiste. Our labor costs have gone up an average of 4 to 6 
percent a year; yes, sir. 

Mr. Rees. Four to six percent per year. 

Mr. Carutsug. Yes, sir. 

Mr. Rees. How much have they increased since 1932? 

Mr. Caruiste. Over 100 percent. 

Mr. Rees. Transportation costs have increased since 1932? 

Mr. Caruiste. Yes, sir. 

Mr. Rees. What would you estimate that? 

Mr. Caruistx. This is purely an estimate. I would say 60 to 75 
percent, but some of that is in increased miles we travel. So I can- 
not be accurate on the amount. 

Mr. Rees. But you have not had any increase in your postage rates 
to amount to anything ? 

Mr. Caruiste. No, sir; we have not. 

Mr. Rees. You had a small increase 3 or 4 years ago. 

Mr. Caruisie. Yes, that was a small one. 

Mrs. St. Grorcr. What was the cost of your newspapers to patrons 
in 1932¢ 

Mr. Caruistz. Mrs. St. George, if I recall we were in what we call 
a newspaper war at that time. We were selling one of our newspapers 
at a penny and the other at 2 cents. After the so-called war ended 
1 paper went to 3 cents and the other to 2. 

Mrs. St. Grorcr. What are they selling for today ? 

Mr. CaruisLe. Our morning paper is selling at 7 cents and our 
evening paper at 5; 15 cents on Sunday. 

Mrs. Sr. Grorce. So that is an increase of better than 100 per- 
cent. 

Mr. Caruiste. Yes, ma’am. 

Mrs. Sv. Grorcr. But the postal rates remain the same? 
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Mr. Caruisie. Yes. 

Mr. Rees. Do you get more for your advertising now than you did 
in 1932? 

Mr. Caruisiez. Yes, sir. 

Mrs. Sr. Grorce. Your circulation has not decreased ? 

Mr. Carutsie. No, it has increased. 

Mrs. Sr. Grorce. Thank you. 

The Cuammayn. Mr. Gross. 

Mr. Gross. May L ask the name of the witness again / 

Mr. Caruistr. My name is Carlisle. 

Mr. Gross. You have the Dispatch Printing Co. ¢ 

[ assume that is a printing company and not a newspaper plant. 

Mr. Caruisie. It is a newspaper plant. It publishes 1 afternoon 
newspaper, 1 Sunday newspaper, and a midweek newspaper. 

Mr. Gross. Then you represent the newspaper, the Columbus Dis- 
patch and the Ohio State Journal ? 

Mr. Caruiste. Yes, sir; we also have a midweek paper, the Colum- 
bus Star. 

Mr. Gross. Does that constitute the newspaper publications in 
Columbus ¢ 

Mr. Caruis_e. No, sir; there is a paper published by the Scripps- 
Howard publications. 

Mr. Gross. But you have a printing company and you do magazine 
work ? 

Mr. Cartsitz. No, we do not. Our company is strictly in the news- 
paper business except for a radio and television operation. 

Mr. Gross. This increase, you say, would cost the firm you repre- 
sent $195,000 a year, approximately ? 

Mr. Caruisuix. I did not mean quite to imply that. I mean that it 
would cost the publishing industry in Columbus substantially that 
amount. 

Mr. Gross. How would you pass that on, by way of advertising or 
subscription rate increases / 

Mr. Carutste. I don’t see how we could pass it on in our business. 
Our rates of advertising are determined by circulation and also what 
the traffic will bear. We cannot price ourselves out of the market. 


We are very reluctant to further increase the cost to the public of 


our newspaper, although we might be forced into it sometime, but 
not only because of postal rates. 

Mr. Gross. May I ask Mr. Stans a question at this point? 

Mr. Stans, Mr. Summerfield’s statement said the proposed rate will 


increase revenues from second-class mail by $15 million. What is the 


deficit today in second class? 

Mr. Srans. The difference between revenues and fully allocated 
expenses last year was around $232 million. 

Mr. Gross. $232 million. Then the proposed increase in the bill 
would increase second-class mail only $17 million; is that correct ? 

Mr. Srans. That is right. 

Mr. Gross. It will be far from balancing the budget in that cate- 
gory. 

Mr. Carutsite. That is correct. 
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Mr. Gross. Thank you, Mr. Chairman. 

The Cuamrman. Are there any furthér questions ? 

Mr. Dowpy. Mr. Chairman, I have one. 

The CHarrMAN. Mr. Dowdy. 

Mr. Downy. You stated in your statement something about your 
postal district—that these postage increases would m: ake that entire 
district break even. 

As I understand it, is that about what you said ‘ 

Mr. Caruisie. Yes, sir; the operation now is losing at the annual 
rate of approximately $3 million. The figures that we have indicate 
that the increased revenue from the bill ‘would be almost that iden- 
tical amount. 

Mr. Downy. Mr. Carlisle, we run into a rather vicious circle on 
the thing. When you increase the revenues you are going to m: ake 
some third- -class post offices out of fourth-class and second- class post 
offices out of third, and maybe some first-class post offices out of second, 
which will increase their cost. 

So, actually, you are not going to be balancing the budget. That 
is one of the vicious things we run into. 

There is nothing we can do about it, of course. 

Mr. Caruiste. | understand. 

Mr. Gross. I have one other question, if I may. 

The Cuarrman. Mr. Gross. 

Mr. Gross. What is your total circulation / 

Mr. Caruiste. Our combined circulation during the week is ap- 
proximately a quarter of a million. On Sunday it runs almost the 

same figure, 247,000. 

Mr. Gross. I am speaking now of the papers that you represent. 

Mr. Caruisie. Yes, sir. 

Mr. Gross. How many of those go into the mail ? 

Mr. Carutsie. The percentage is about 41 
can guess it. 

The Cuatrman. What percentage ¢ 

Mr. Caruiste. About 414 to 414 percent. 

Mr. Gross. Thank you. 

The Cuairman. Thank you very much. 

The committee will hear from one more witness before we take a 
recess for lunch. I think there are several other witnesses who come 
from out of Was hington, some of them a good many miles away from 
Washington. ‘There is one here from San Francisco, Calif. 

We are going to have a session this afternoon in — to aeccom- 
modate these witnesses and not require them to stay over here another 
day. 

The House is not in session today, so after we hear from the next 
witness we will take a recess until 2 o’clock and hear all the witnesses 
who are on the schedule for today so as not to retain you here another 
day. 

The witness we will hear before recess for lunch is Mr. Barnet 
Nover, of the Denver Express-Post, of Denver, Colo. 


[ understand Mr. Nover is representing Mr. Palmer Hoyt, the pub- 
lisher of the Denver Post. 


percent, as near as I 
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STATEMENT OF PALMER HOYT, EDITOR AND PUBLISHER, THE 
DENVER POST, DENVER, COLO., AS READ BY BARNET NOVER, 
HEAD, WASHINGTON BUREAU OF THE DENVER POST 


Mr. Nover. Yes, sir. 

I would like to read Mr. Hoyt’s statement. 

I am Palmer Hoyt, editor and publisher of the Denver Post, a news- 
paper which circulates in 13 States of the mountain West, that vast 
area we proudly hail as the Rocky Mountain empire. 

Of our daily circulation 248,000 and our Sunday circulation of 
350,000, about 7,000 copies daily and Sunday are delivered by second- 
class mail, the rest by plane, rail, and truck, or, as in the case of our 
local circulation, by carriers delivering the paper to the individual 
homes. 

I am submitting this statement in support of H. R. 9228 in the 
firm belief that only through an increase in first-, second-, and third- 
class postal rates will it be | possible to close the rising deficit between 
postal receipts and expenditures which threatens to amount to almost 
half a billion dollars in the coming fiscal year unless, in the meantime, 
something is done to bring receipts sand expenditures in line. 

I speak from the viewpoint of an industry, the newspaper industry, 
that will help foot the bill for increased rates if that is voted by Con- 
gress, as I hope it will be. 

Newspapers are big users of first-class mail as well as of second-, and, 
to a lesser extent, of third-class mail. 

From a narrow, selfish point of view, we would financially be better 
off if present rates are frozen for another year or more, or, if the postal 
budget could be balanced through the more efficient and economical 
operation of the Post Office Department. 

There can be no argument that the Post Office, wherever and when- 
ever possible, is out to do all it can, as I am convinced it has been 
trying to do, to improve the efficiency of its operations, eliminate waste 
and duplic ation, and cut down costs. 

However, since 80 percent of the Post Office Department’s cost con- 
sists of wages and salaries, and another 15 percent represents payments 
made to airlines, rail lines, and trucks for the carrying of the mail, 
the savings likely to be achieved, even as a result of the most thorough- 
going economies brought about through a spectacular increase in effi- 
ciency, would not reduce the anticipated deficit by more than a small 
fraction. 

In this connection, it must be pointed out that one of the greatest 
barriers to real efficiency in the operations of the Post Office lies in the 
obsolescence of much of its present equipment and the inadequacy of 
its present facilities in many great centers of the Nation, including 
Denver. 

We in Denver, whose growth during the last decade has been phe- 
nomenal, have been w aiting for years for postal facilities to catch up 
with the needs of the expanding metropolitan area. We are happy 
to note that, as a result of the law permitting lease-purchase arrange- 
ments, added postal facilities for Denver are now at long last in the 
offing. 

The fact is that a more efficient operation of the postal service will 
require extensive modernization, mechanization, and expansion of 
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facilities which will involve an initial outlay of millions of dollars. 
This means that for some years the Post Office Department will first 
have to spend dollars in order, in the long run, to be able to save them. 

In view of the present situation, the only solution for the ever- 
widening postal deficit, as I see it, is to be found in an increase in rates. 

do not regard the new rate structure proposed by Postmaster 
General Arthur Summerfield and the Post Office Department as 
excessive. 

At the present time the combined deficit so far as the handling and 
hauling of second- and third-class mail are concerned amounts to an 
estimated $400 million. 

No one suggests that the rates of second- and third-class mail will 
be boosted at this time to make them self-sustaining. Were such 
action taken the burden on users of second- and third-class mail would 
be too great for many of them to bear 

It is “certainly not in the national interest that such a situation be 
created. 

However, an increase of 30 percent in second-class rates, an increase 
spread over 2 years, and a 30 percent increase in third-class rates, 
would seem to be thoroughly justified. 

It needs to be pointed out ‘that the proposed increase in second-class 
rates would only cut $17 million of the annual loss of $250 million in- 
curred in that particular category, while the proposed increase in third- 
class rates would reduce the present $150 million deficit in that class 
by only $77 million, according to the best estimates of the Post Office 
Department. 

To balance the books or, at ‘leas t, bring income and outgo nearer a 
balance than they are at present, I can see no alternative to increasing 
the present 3-cent letter rate to 4 cents and the airmail rate from 6 
cents to 7 cents. 

Post office operations, however, must be considered as a whole. To 
meet the anticipated $450 million deficit an increase in first-class rates 
is in order since it would bring about an estimated $295 million in 
added postal revenues. 

The fact is that first-class mail rates have remained static since 1932, 
even though during the intervening 24 years the cost of living has 
just about doubled and practically every cost item in the collecting, 
handling, transporting, and delivering of mail has gone up from 100 
to 250 percent. 

I am glad to see that H. R. 9228 does not propose to do away with 
free mail service for the blind, the free-in-county mailing privileges 
granted newspapers—of particular importance to small town and 
country dailies and weeklies—and reduced rates to religious and edu- 
cational publications, 

The subsidy involved in these operations is relatively slight; the 
social good considerable. 

The Post Office Department is not a business in the normal, 
cepted sense of that term. It does not seek and should not seek to 
operate at a profit. It has to take into account the needs of the cn 
tire Nation. 

But there is every reason why it should be operated on the basis 
of the best business practices so far as it can do so while continuing 
to render the services it is called upon to perform. 
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For that reason an upward revision of the present rate structure is 
urgently called upon. 

That was true even before last year’s wholly justified pay increase 
for postal workers, which added an additional $179 million in postal 
costs. It is certainly more than ever true today. 

I hope your committee and the Congress act favorably on this 
measure and in that way make possible both a badly needed modern- 
ization of the postal system and a reduction of the Post Office Depart- 
ment’s very great deficit. 

The Cuarrman. I presume your paper is a rather large user of 
first-class mail ? 

Mr. Nover. Yes, I have the figures. Last year we spent approxi- 
mately $26,000 for first-class mail. I don’t know whether that in- 
cluded airmail or not. I assume it did. 

The CHatrman. Are there any questions of this witness? 

Mrs. Harden ? 

Mrs. Harpen. Mr. Nover, first I commend you for your fine state- 
ment. 

On page 4, at the top of the page you say: 


I am glad to see that H. R. 9228 does not propose to do away with free mail 
service to the blind— 


and then you name several others. But you omitted free mail for 
servicemen. 

Mr. Nover. I understand that was changed sometime ago. 

Mrs. Harpen. And you had deleted that? 

Mr. Nover. Yes. That was deleted. I changed that when I found 
that out. 

Mr. Gross. You say in your statement that we would financially 
be better off if present rates were frozen for another year or more. 
With only some 7,000 copies of your publication out of the 250,000 
to 350,000, depending on daily or Sunday circulation, with only 
7,000 copies going into the mail, you would not be harmed very much, 
either way; would you? 

Mr. Nover. No; but the rate increase in third-class mail would cost 
my company about $9,000 a year. 

Mr. Gross. I am talking about second-class mail. 

Mr. Nover. That would not make very much difference to us. 

Mr. Gross. You are a very small user as is, Mr. Nover, of second- 
class mail; is that not true, second-class mail ? 

Mr. Nover. I think that is true of most newspapers now, sir. 

Mr. Gross. Yes; that would 

Mr. Nover. Except the country newspapers that are circulated in a 
narrow area, but the big metropolitan newspapers do not use the 
mails very much except for remote subscribers. 

Mr. Gross. Yes; that is what I thought. So the rate increase in 
second-class mail is not going to affect you. 

Mr. Nover. No; the first-class increase is more important. 

Mr. Gross. Thank you, Mr. Chairman. 

The Cuatrman. Are there other questions? 

Mr. Johansen. 

Mr. Jowansen. You say that the increase in the first-class rate 
would affect vou more? 

Mr. Nover. Yes. 
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Mr. JoHansen. Than the increase in the second-class? 
Mr. Nover. Yes. 
Mr. Jonansen. But in spite of that fact you still favor the increase 
in the first-class rate ? 

Mr. Nover. Yes. i 

Mr. JonanseEn. In spite of the fact that the increase in the first- 
class rate affects you substantially more than in the second? 

Mr. Nover. Yes; that is right. 

The Cuamrman. Are there any other questions of this witness? 

The committee will stand in recess until 2 o’clock this afternoon. 

(Thereupon, at 12:40 p. m., the committee was recessed, to recon- 
vene at 2 p. m., the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 
The next witness to be heard is Mr. John F. Fixa, president of the 
National Association of Postmasters, who is also the postmaster of 
San Francisco, Calif. 

Mr. Fixa is accompanied by Mr. Charles E. Puskar, who is secretary 
and treasurer of the National Association of Postmasters. 

Mr. Puskar is also postmaster of Imperial, Pa. 

We will be glad to on from both of you gentlemen now, and you 
may proceed as you see fit. 


STATEMENT OF JOHN F. FIXA, PRESIDEN T, NATIONAL ASSOCIATION 
OF POSTMASTERS; POSTMASTER, SAN FRANCISCO, CALIF. 


Mr. Fixa. Mr. Chairman and members of the committee, my name 
is John F. Fixa, and I am postmaster at San Francisco and president 
of the National Association of Postmasters of the United States. This 
association represents 88 percent of the 38,000 postmasters in the 
Nation. I have been serving as postmaster of San Francisco since 
1948. 

I believe I sense the feeling of the great majority of our 34,000 
members when I say that we wholeheartedly favor bringing postal 
revenues more in line with expenditures, as proposed in H. R. 9228. 

Over the period of the last several years, I have spoken to many 
commercial and postal groups and I find a keen awareness of the need 
for increased postal rates. 

They do not subscribe to the oft-repeated theory that the taxpayer 
should be saddled year after year with fantastic postal deficits. Rather, 
they feel that the users of the postal services should pay their own 
way. 

They wonder why second-class mail should fall short of meeting 
expenditures of about $235 million a year. Subscribers of magazines 
and newspapers generally agree they should pay at least a substantial 
portion of the cost of having them delivered to their homes.. The only 
solution apparent to me is to increase second-class rates so that large 
users will pay a more realistic part of the cost. 

Over recent years they have steadily advanced their newsstand 
price, subscription costs, and advertising rates, and I see no falling 
off of their sales. Neither do I know of any well-managed publishing 
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firms being forced out of business as a result of these increases. In 
confirmation of this view, I quote a news report from the New York 
Times of March 1, 1956: 


Newspapers and magazines are doing better than ever, although television, too, 
is making gains. 


The articles goes on further to say: 

The country’s magazines expect income in 1956 to rise 13.3 percent this year 
over 1955 with net profit going up 12.5 percent, according to a survey of 160 
publishers in 52 cities by the Gallagher report in its third annual publishers 
report. 

I also believe there should be a substantial increase in third-class 
rates to make this class of mail more nearly self-supporting. In 
1926, third-class mail paid 9714 percent of its allocated costs, whereas 
today it pays only 57 percent. It is estimated that H. R. 9228 will 
produce an additional $77 million on third-class mail, thus bringing 
it within 73 percent of its allocated costs. 

Considerable comment has been made on the fact that first-class 
postage increase would be hard on the average wage earner. If a 
sizable cut is to be made in the postal deficit, an increase of 1 cent 
is essential in first-class rates. About 75 percent of the letter mail 
originates with business, and therefore such an increase would cost 
the average family only about 10 or 12 cents a month. 

Notwithstanding, this penny increase will add up to $295 million 
increased revenue. I am confident the average postal patron will 
willingly accept this increase in the same understanding manner he 
has accepted other increases in cost of living during the past several 
years. We should bear in mind that the postage rate for letters is 
the same today as it was in 1982, and postal costs have gone up by 
100 percent during this period. If the rate was fair in 1932, certainly 
it is too low now, and since mail users are aware of this, they are ex- 
pecting an upward adjustment. 

In summation, I believe the estimated one-half billion dollar 
deficit next year has a depressing effect on all the dedicated postal 
employees and especially postmasters who are constantly faced with 
the problem of keeping the mail current in spite of increased volume 
and inadequate funds. We are always glad to meet the challenge to 
get out the mail under any emergency situation, but the postal deficit 
has been facing us day after day, year after year, and we would wel- 
come relief from the continuing pressure of running our offices on an 
inadequate budget. 

Thank you very much. 

The Cuairman. Thank you, Mr. Fixa. 

Mr. Puskar, do you desire to make a statement ? 

Mr. Pusxar. We have the chairman of our legislative and public 
relations committee with use, Mr. Quigley, who would like to make 
2 brief statement. 

Mr. Crerecia. Might I ask Mr. Fixa a question, Mr. Chairman? 

The CuarrmMan. Wait until we get through with this other witness, 
and then all of them will be questioned by the committee. 

Mr. Quigley, you may proceed. 





ian. 
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STATEMENT OF EDWARD J. QUIGLEY, CHAIRMAN, PUBLIC RELA- 


TIONS COMMITTEE, NATIONAL ASSOCIATION OF POSTMASTERS; 
POSTMASTER, BROOKLYN, N. Y. 


Mr. Quietey. Mr. Chairman and members of the committee, by 
way of introduction, [am Edward J. Quigley, chairman of the public 
relations committee of the National Association of Postmasters of 
the United States and postmaster of Brooklyn, N. Y., a city in which 
the number of resident families is very high in proportion to the total 
population. 


The Cnatrman. How Jong have you been postmaster of Brooklyn, 
Mr. Quigley ¢ 

Mr. Qu 1aLEY. I have been there since 1948. 

On the basis of present postal rates the postal deficit in the coming 
fiscal year will be about one-half billion dollars. In order to recover 
a substantial portion of this amount it is essential that letter mail, 
first-class postage, be increased by 1 cent per ounce. I am reliably 
informed that this penny increase will yield about $295 million each 
year. 

Insofar as the average American family is concerned, the cost of 
raising first-class mail from 3 cents to 4 cents would amount to around 
12 cents a month, or about $1.44 a year. If the present annual postal 
deficit is divided among American families it would cost each family 
about $11.50. In other words, the present financial burden on the 
average family through taxes is much greater than the cost of 
penny increase in postage on letter mail. 

Additional revenue will be forthcoming, we hope, from the pro- 
posed new rates for second- and third-class mail, but the combined 
revenue will be insufficient to make any appreciable reduction in the 
growing postal deficit. The only source of substantial revenue is the 
users of first-class mail who alw: avs get preferred service. 

About 75 percent of first-class mail is used by business firms which 
have the ability to pay and to whom postage is a legitimate expense 
of doing business. 

When postal revenues are more in line with expenditures, the Post 
Office Department will be in a financial position to expand its mod- 
ernization of facilities which today is sorely needed. Token expendi- 
tures for rehabiliation have been made during the past few years in 
the form of ventilation, painting and lighting projects, with startling 
effects. As evidence, I would like to quote statements from post- 
masters whose offices have been improved under the present limited 
program : 

In a communication to me, Postmaster Oscar L. Hanson of Van- 
couver, Wash., stated: 

Everyone here is happy about the light and color job done here in Vancouver. 
The office looks 100 percent better and it’s 100 percent better to work in. 


Postmaster Joseph Finn of Boston, Mass., says: 


The work in progress, modernizing our South Postal Annex, will have a very 
beneficial effect on the service we can give our patrons. It will result in a 
contented work force and will enable the employees to do the kind of job they 

want to do. 
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Postmaster Frank W. Murphy, Paterson, N. J., writes: 


Ever since the Department put in the light, ventilation, and color program 
here we’ve been happy. The working conditions were grim before this work 
was done and it was tough to do a good job of moving the mails. Now we're in 
good shape, and so is the service. 


Postmaster Otto K. Olesen, of Los Angeles, Calif., points out: 


The Department's modernization program has been a godsend to us here in 
Los Angeles. We needed it badly, and I’m sure that there are thousands of 
post offices over the country which need it just as badly as we did. 


Postmaster Fergus McRee, of Richmond, Va., emphasizes: 


Since the completion of the Department’s light and color program here, effi- 
ciency is up and morale has been boosted, resulting in automatic increased produc- 
tion. The old habit of postal clerks using an eyeshade has been dispensed with 


and eyestrain has been eliminated, with the result of higher production in 
distribution. 


Another statement comes from Joseph Frantz, postmaster at Cleve- 


land, Ohio: 


If you will remember, I had the pleasure of showing you and John Fixa around 
on the second floor of our main office here. You have no idea how the moderniza- 
tion has affected the work and attitude of the employees. Conditions had been 
very much substandard ; now they are very good and we're doing a better job of 
moving the mail. 

These are just a few statements I have received and they are typical. 
Thousands of other post offices throughout the Nation sorely need 
rehabilitation and the only way they can get it in the foreseeable future 
is by more money being made svailelhe to the Post Office Department 
through increased postal rates. When such a program is spread 
throughout every community, bringing benefits equally to all the 
people without an increase in the regular tax rate, we will then have a 
postal service to which we can all point with pride. 

We hope we have the support of Congress because only from you can 
the citizens of America obtain the benefits we so sorely need. I there- 
fore hope for your favorable consideration of H. R. 9228. 

Thank you very much. 

The Cuatrrman. Thank you very much. 

Mr. Puskar, do you desire to make a statement ? 

Mr. PusKar. Yes; Mr. Chairman. 


STATEMENT OF CHARLES E. PUSKAR, EXECUTIVE SECRETARY- 
TREASURER, NATIONAL ASSOCIATION OF POSTMASTERS; POST- 
MASTER, IMPERIAL, PA. 


Mr. Pusxar. Mr. Chairman and members of the committee; my 
name is Charles E. Puskar. I am executive secretary-treasurer of the 
National Association of Postmasters of the United States, and post- 
master at Imperial, Pa., a small community near Pittsburgh. 

This is the anniversary of the day I was installed as postmaster 
22 years ago, at Imperial, Pa., Mr. Chairman. 

I would like to call your attention to a situation that exists at the 
present time in the smaller post offices of our Nation. Of the 38,000 
post offices, approximately 28,000 are of the third and fourth class. 
Under the present law, the postmasters in those offices are required to 
furnish their own post-office equipment, unless the Department is able 
to furnish it. 





POSTAL RATE REVISION 


In those small communities, I might point out that they are in a 
great many instances the centers of the community, and the very thing 
that identifies the community as such. 

I can recall that at every session of Congress during the past 15 

ears, a bill has been introduced that would require the Post Office 
Sapaitenne to supply the equipment in third- and fourth-class post 
offices. However, under the present law, the Post Office Department 
is authorized to supply equipment in those offices if the funds are 
available for such equipment. I am happy to state that in some in- 
stances, the Department has seen fit to supply new lock boxes and 
equipment, as limited funds are available. 

However, in a great majority of those offices, the postmaster is forced 
to purchase or rent post-office equipment out of personal funds, with 
no reimbursement. ‘To my knowledge, this is the only branch of the 
Federal service where an employee is required to supply equipment 
without reimbursement. 

Postmasters in third- and fourth-class offices, as you know, are in 
the lower salary brackets of the postal service and this requirement 
works an unjust hardship on those dedicated men and women who 
serve as postmasters in small communities. 

Of the 14,707 postmasters in fourth-class offices, 12,667 are members 
of the National Association of Postmasters. Of the 13,104 postmas- 
ters in third-class offices, 11,431 are members of our association. 

I might say those figures are certified by certified public accountants. 

I feel that I express the sentiment of the vast majority of post- 
masters in those offices in advocating an increase in postal rates, so that 
the Post Office Department will have funds available to supply modern 
equipment in those offices in smaller communities. 

As executive secretary of the largest postmasters’ organization, it 
has been my privilege to visit many States and attend postmaster 
gatherings. I find that it is the universal feeling among postmasters 
that an increase in postal rates will meet with public approval. As 
a postmaster of a smalltown post office, where I personally come in 
contact with the public, through the stamp window and the money- 
order window, it is my personal opinion that the public expects post- 
age rates to be increased, like all other living costs. The postmasters, 
who know best what the public expects in mail service, feel that the 
best service can be attained only by an increase in rates which will 
bring the buildings, equipment and working conditions necessary to 
give good service. 

In my opinion, there is nothing wrong with our great postal service 
that adequate finances would not cure. Therefore, on behalf of our 
34,000 members, and particularly our 24,000 dedicated postmasters in 
rural communities, I heartily endorse H. R. 9228 and respectfully 
suggest that this committee give it favorable consideration, 

Thank you very much. 

The Cuarrman. Are there any questions by any member of the com- 
mittee of any of the three members of the National Association of 
Postmasters ? 

Mr. Cretella ? 

Mr. Cretetia. Mr. Chairman, I should like to ask Mr. Puskar one 
or two questions. 

Mr. Puskar, this will be with reference to the viewpoints of the post- 
masters of your association. You say the overwhelming sentiment 
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seems to be in favor of an increase in postal rates. Has that ever been 
taken by way of a poll, or is it just a vocal expresison ¢ 

Mr. PusKar. Mr. Cretella, at our convention in Detroit this year, 
at which there were 4,000 delegates from every State and Territory of 
our Nation, without dissent a resolution was passed endorsing the 
rate bill, a rate bill that would give the Post Office Department. ade- 
quate financing. 

It is - that | premise that we are taking this action here today. 

Mr. Crereiia. Now I should like to ask both Mr. Fixa and Mr. 
ialelons postmasters of very large first-class offices, this question : 

You deal with the public a good deal. Have you had any particular 
complaints, or squawks or gripes, from the public of the proposed 
increase in rates ¢ 

Mr. Quietry. To contrary; I think they favor e 

Mr. Creretsa. It has been publicized a good des Have you had 
any particular complaints or gripes? 

Mr. Quietry. To the contrary, Mr. Cretella. They favor it in my 
contact with them. 

Mr. Frxa. Mr. Cretella, over a period of several years that I have 
been postmaster, along about 71% years, I have spoken to many, many 
service groups of small-business men, particularly, in my town, and 
explained the postal deficit. All of them are surprised to know about 
it, anes invariably after the meeting they come up to me and say, “What 

can T do to help this situation ?” 

They are all in favor of reducing the deficit. I have never had one 
man come up to me yet and not be in favor of it. 

Mr. Crererta. Do you gener ally find that the public, if they get 
adequate service and have an attractive Federal bulding—and they 
take a lot of pride in the fact that they are part owners in that build- 
ing—seem to be willing to pay the little expense attached to that 
building? Is that correct? 

Mr. Fina. That is correct. 

Mr. Creretta. Are postmasters of fourth-class offices members of 
your association ? 

Mr. Puskar. Out of 14,707 fourth-class offices we have 12,667 in our 
association. 

The Cratrman. Mrs. Harden? 

Mrs. Harpen. Mr. Fixa, I regret that I was not here, if you have 
read your statement, at the time you were presenting your remarks. 

We recall when I was a member of a subcommittee that visited in 

California, on Thanksgiving morning, that you so graciously con- 
aooted a tour of the APO Post Office there. I certainly appreciated 
your courtesies at that time, and I am very happy that you can be 
with the committee today. 

L have observed that a great amount of the mail that comes in 
by airmail to my office has two 3-cent stamps on it, and “airmail” 
written on the envelope. I was wondering if our Postmaster General 
and his staff had given any consideration to the inconvenience that 
it might cause the patrons if we have a 4-cent stamp and a 7-cent 
stamp. 

You will not be able to put the 2 stamps on 1 envelope. I think 
a good many people who have a supply, perhaps, of the first-class 
4-cent stamps, if they used 2 of them, would be using an extra cent. 
That would be an advantage to the Post Office Department. 
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Mr. Summerrtietp. Yes, and I am sure we would not refuse the 
two 4-cent stamps. 

Mrs. Harpen. I am sure you would not. 

Mr. Summerrtetp. Of course, we would be perfectly willing, if it 
was the decision of this committee and the Congress, to increase the 
rate from 7 cents to 8 cents. But we did feel the most logical figure 
was 7 cents under all circumstances. 

Mr. Crereia. If that is considered a contribution, Mr. Postmaster 
General, you want to be careful how it is characterized. The word 
“contribution” around here has been a little abused. 

Mr. SumMeERrFIELD. I am very conscious of that, Mr. Cretella. 

The Crairman. Mr. Rees. 

Mr. Rees. I appreciate the testimony from all of you. I was going 
to direct one question, but I think it has been answered by Mr. Puskar. 

That is as follows: that you, Mr. Fixa, as president of this big 
organization, not only express your own views, but believe you express 
the views of the organization you represent, the members of the organ- 
ization you represent / 

Mr. Fixa. That is right. 

Mr. Rees. I just wanted to be sure that we nail that down. 

Mr. Fixa. Yes, sir, very definitely. That is documented. 

‘The CuatrmMan. Are there any other questions / 

Mr. Jonuansen. This question may be directed to Mr. Stans or some- 
one from the Department, but it is suggested by a statement made by 
Mr. Fixa in his prepared statement. 

On page 2, he says that in 1926 third-class mail ae 97.5 percent 
of the total allocated costs, whereas today it pays only 57 percent. 

It may have escaped my attention, but I wonder if some similar 
comparison can be offered with respect to the percentage of allocated 
costs paid, say, in 1926 under second-class mail. 

Assuming that there is some reasonable, comparable basis of allo- 
cated cost, it certainly is a very pertinent bit of information. I think 
it directs itself, among other things, to this talk about the question 
of establishing certain policies. 

Is there not some clue to what the policies of the Congress have 
been in the past in the rate structure if there was a substantially 
higher percentage of allocated cost being met by the second- and 
third-class mail ¢ 

Is not the distortion due not to a lack of past policy, but to inflation 
of all the postal operating costs and attempting to keep abreast with 
them? 

Mr. Rorertrson. I perhaps can answer that question, if you would 
like to have me. 

The CuarrmMan. Yes, I think you could. 

Mr. Rorertson. In 1926, second-class mail paid 29.2 percent of i 
allocated costs. In 1955, it paid 22 percent. After this proposed in- 
crease, it will be 28 percent on the basis of 1955 costs and only 25 
percent when the full impact of recent pay legislation is reflec ‘ted in 
departmental expenses. This will still be below the 1926 level. 

Mr. Jomansen. Thank you. 

Mr. Creprersere. That would indicate the magazines have had 
free ride for a long time. 

Mr. Jonansen. A free ride below what it was a number of years 
ago. 
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Mr. Avexanper. What would third-class be under both bills? 

Mr. Roverrson. That bill would bring it back up to about 78 per- 
cent on the basis of 1955 costs. When adjusted to reflect additional 
pay costs the percentage would be about 73 percent. 

Mr. ALexanper. That would be a raise of about 15 percent. 

Mr. Rosertson. No, it would be less than that on the basis of full 
costs—about 13 percent. 

The Cuatrman. Mr. Dowdy. 

Mr. Dowpy. Could you give us the same figure on first-class mail? 

Mr. Rozertson. That figure is even more impressive. First-class 
mail in 1926 was approximately 130 percent of its cost. It has now 
reached a new low. As Mr. Stans explained, in 1955 it was about 105 
percent, but this figure does not reflect the full effect of recent wage 
increases. When these are considered the revenues from first-class 
patrons do net cover costs. 

Mr. Dowpy. In 1955 it paid 105 percent ? 

Mr. Rosertson. That is right. 

Mr. Downy. So a comparison into 1956 would still make it about 
105 percent; is that right ? 

Mr. Rosertrson. No. In fiscal 1956 it will be even less because of 
additional wage costs that were not reflected in 1955 figures. 

Mr. Dowpy. I have a question or two of the postmasters. I thought 
while we were getting the information on the second- and third-, we 
should also get the first-class. 

Of course, I know this would not apply to you or any of the post- 
masters at the conventions, but in adopting the resolutions, there 
was an off chance that it might increase the postmasters’ salaries be- 
cause their post offices were getting increases. 

Mr. Frxa. May I answer that? There is a savings clause in this 
bill which provides for a decrease of 15 percent in postal receipts. In 
other words, under the new postage rates, only 85 percent of the receipts 
would be counted rather than 100 percent as is now the case. 

Mr. Dowpy. What would that be; about half of the increase? 

Mr. PusKar. May I answer that? 

Mr. Dowdy, under the classification bill, Public Law 68 that you 
passed last year, it would only affect fourth-class offices. Those are 
the only offices now whose salaries are based solely upon revenues. 

If the rates are increased, as you suggest, the 15-percent reduc- 
tion may not quite offset the increased receipts resulting from the 
rate adjustments. 

Mr. Dowpy. It would offset about half of it, I believe. 

Mr. Puskar. Well, I suppose about that. 

Mr. Dowpy. In other words, it seems about 30 percent. 

Mr. Puskar. Our members are very well satisfied with that, Con- 
gressman. 

Mr. Dowpy. There has been some talk about volumes of mail. Mr. 
Fixa, I believe you represent the largest post office of the three. 

Mr. Frxa. Probably. 

Mr. Downy. As to volume, how does first-, second- and third-class 
mail compare in your office ? 

Mr. Frxa. Frankly, I would not have those figures with me. But, 
of course, first-class mail is the highest. I could not tell you offhand, 
Congressman, what the proportions are in each class. 

Mr. Dowpy. Either in pieces or in weight ? 
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Mr. Frxa. No, I could not. 

Mr. Dowpy. And you could not, as far as the postage income to your 
office is concerned, state that ? 

Mr. Fixa. I could not give the revenue by classes of mail in my 
individual office. We do not keep revenue records in the same manner 
as the Department does. We do not keep such records at the local 
level. 

Mr. Dowpy. Could you give us an estimate of the three that come 
into your office? 

Mr. Fixa. I am afraid I could not. 

Mr. Dowpy. You could not even estimate ? 

Mr. Frxa. No. 

Mr. Dowvy. Mr. Quigley, could you for your office ? 

Mr. Quictey. I can in substance. We take in about $27 million 
in revenue for the year, in Brooklyn. I think we handle on the average 
about 414 million pieces of mail a day. But this is not broken down 
by classes of mail into first, second, third, or fourth class. 

Mr. Dowpy. And you could not give an estimate? 

Mr. Quictey. No, not here. 

Mr. Dowpy. Either in weight or pieces ? 

Mr. Quictey. No. 

Mr. Dowpy. Mr. Puskar, could you for your office? 

Mr. Pusxar. I could give an estimate, Mr. Dowdy. 

Mr. Dowpy. What size office do you have! 

Mr. Puskar. A small second class. It was a third class until 1946. 

Mr. Downy. I do not suppose you have a great deal of postage in 
come from either second or third class. 

Mr. Puskar. No, not receipts or revenues. We have quite a bit of 
it to deliver, which originates in Mr. Fixa’s or Mr. Quigley’s town. 

Mr. Downy. They get t the money for it? 

Mr. Pusxar. They get the receipts and we do the work; that is 
right. 

Mr. Quieter. I agree with Mr. Puskar. 

Mr. Downy. I understand. 

About what percentage of your income, the receipts of your office, 
comes from first-class mail? ‘Let us talk about postage receipts. 

Mr. PusKar. You are talking about the receipts of stamps that we 
sell for various classes of mail ? 

I would say that 90 percent of it is first-class mail. 

Mr. Downy. I assume probably the biggest part of the rest of i 
would be parcel post ? 

Mr. Pusxar. Parcel post, about 8 percent parcel post. 

Mr. Downy. Of the pieces of mail that you distribute, could you 
give me an estimate of how many of those are of each of the classes? 

Mr. Pusxar. I can judge, of course, by the second- and third-class 
mail that we get in proportion to the pouches of first-class mail. 

I would judge that we get three times as much second- and third- 
class mail as we do first-class mail in my office to distribute to the 
box holders. 

Mr. Downy. Three times as much second and third combined ? 

Mr. Pusxar. That is right. 

Mr. Dowpy. And could you say whether you get more second or 
more third, or about the same? 
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Mr. Puskar. I —_ say about the same. Of course, it depends 
on the season of the year. In the spring, all the catalogs and so forth 
come through the nadie. and mail volume becomes increasingly heavy 
with advertising. p 

Mr. Dowpy. On a year-round basis is what I wanted. This three 
times as much second and third class as first is on a year-round basis ? 

Mr. Puskar. Yes; year-round. Of course, magazines are subserip- 
tion and they come in regularly. 

Mr. Dowpy. On a year-round basis, do you thing second or third 
is the most ? 

Mr. Puskar. I am talking now in terms of bulk—the number of 
sacks. The number of pieces I do not have and I would not want to 
hazard a guess. There would be a lot more pieces of first-class mail, 
me -size mail, in a sack, of course, then there would be magazines 

r large pamphlets. 
Se Downy. Yes; unless you have a sack of small circular mail, 


some of it being about the same size as a letter or maybe a little 
shit iller. 


Mr. Pusxar. Yes. 

Mr. Downy. I believe that is all, Mr. Chairman. 

The Cratrman. Are there any other questions ¢ 

Mr. Avexanprr. I would like to ask a question or two, Mr. Chair- 
man. 

The Cnatrman. Mr. Alexander. 

Mr Avexanper. This has particular reference to the present. I 
take it first-class mail would go out of your office practically the same 
day as it arrives; is that right? 

Mr. Fixa. That is right. 

Mr. ALExAnperR. In regard to second-class mail, suppose it arrived 
in your office at 8 o’clock this morning. When would it leave your 
ollie a4 

Mr. Pusxar. It would leave my office at the same time the first-class 
mail did. 

Mr. ALEXANDER. How about the other two postin: isters ? 

Mr. Fixa. The yardstick is this: Of course, first-class mail in large 
offices must leave that office within 4 hours. After the first- class 
mail is processed, then we go to second and third. 

However. if either second or third has time value, as we call it, it 
evets immediate service after the first-class mail and it is delivered 
on the same day. It is delivered in the next delivery just the same 
as first-class mail. But if we should get an overload of first-class 
mail. then, of course, we would even hold the time value second- and 
third-class mail. 

Mr. Atexanper. How many days in a year would you say the 
second-class mail that arrives at 8 o’clock in the morning does not 
leave vour office the same day? 

Mr: Frxa. I can only speak for my office. We never get stuck. We 
raise cain if it does. 

Mr. Arexanper. In other words, the second- and- third-class mail 
receives about the same preference, does it not? 

Mr. Fixa. That is right. If it has time value it does. We must 
make a distinction. 
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Mr. ALexanper. In effect, all of your mail leaves your office the 
sume day as it arrives at your office, if it arrives early in the morning ¢ 

Mr. Fixa. Third-class mail may not go out until the following day. 
For example, we cannot, under the regulations, work third-class 
mail whenever we wish for the reason that there is a night differen- 
tial of pay. Night employees, after 6 p. m., get 10 percent extra pay. 
So we might conceivably get a block of hind lee mail, we will say, 
at 6 o’clock at night. We will not handle that until the morning after 
the preferential-rate employees go home. 

Mr. ALEXANDER. But nevertheless, that second- and third-class mail 
that arrives at night would go out the next day ¢ 

Mr. Fixa. It would go out the next day, but it might miss the first 
delivery. 

In other words, we have to have mail distributed at the main an 
nexes by 6 a. m. in the morning to catch the outlying districts which 
are handled by the carriers. 

Mr. Antexanper. Actually, in a practical manner, as far as pref 
erence is concerned, first gets first ah but the other gets good service. 

Mr. Fixa. That is right. 

Mr. ALExANbER. And as a practical matter there is not too much 
difference; is there / 

Mr. Fixa. Not a great deal; no, sir. 

Mr. CrprrnerG. Is it not true that, for instance, in Life magazine, 
you try to make it a definite policy to see that they are delivered on 
Friday ? 

Mr. Quietey. Yes 

Mr CeperserG. If you do not deliver them on Friday, the mailman 
who carries them and delivers them 1 day late hears from the patron, 


and that is what you are concer ned with, the patron, and giving the 
best service you can / 


Mr. Quietry. That is right. 

Mr. Cepersere. And the publisher expects his magazine to be de- 
livered on the day that it is normally appearing on the newsstands. 

Mr. Quigiry. That is right. 

Mr. CeperserG. So he is getting pretty good treatment. 

Mr. Quietey. Pretty good ? 

Mr. Crperserc. Shall we say unusually good for the price he pays. 

Mrs. Sr. Grorce. He is getting it on a silver platter, I think. 

Mr. iia \npER. The point T am trying to get at is that we are 
making more distinction in the rate than we are in the service, with 
regard: to the classes of mail. 

Mr. Quieiry. Mr. Alexander, may I say this: I think we are dedi- 
cated to give this service. 

Mr. ALexAnprr. I am not asking about the service that you give. 
Do not misunderstand. I am trying to get the proportion as to how 
much the second and third should pay in relation to what first pays. 

Mr. Dowpy. Will the gentleman yield? 

Mr. ALExANnpER. Yes. 

Mr. Downy. The preferential service is when it is on first-class mail. 

Mr. Puskxar. Mr. Dowdy, if I may comment, the postmasters want 
to please their patrons. That is our No. 1 objective. We find thie 
patrons want first their first-class mail, their letters, and, secondly, 
they want their newspapers. In a small office like I have, I know thet, 
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because in the morning when we open the post office at 7:30 people 
will come in and they will wait until the letters are in their box and 
then they will say, “When will the newspapers be in?” ’ 
(n advertising matter they do not care if they do not get that until 
10 o'clock, but they want their letters and they want their newspapers, 
and we try to give them preference in that order. 
Mr. Dowvy. Do you have the wastebaskets around the post office? 
Mr. Pusxar. In the lobby; yes. 


Mr. Downy. How much of the third-class mail hits that? What 
portion hits that ? 

Mr.Puskar. It sometimes is discouraging. We get sacks of third- 
class mail that we distribute in post office lockboxes in my town. There 
is no delivery service—the 620 families in my town call at the post 
oflice to pick up their mail in lock boxes. This is in addition to those 
who get their mail on my rural route. As the mail comes in we hasten 
to get it into the boxes. Then we find a large proportion of it in the 
afternoon or in the evening, when we empty the wastebaskets. 

Mr. Creretta. Why not put it in the wastebaskets instead of the 
lockboxes # 

Mr. JonAnsen. Does that mean there is some scrap recovery in the 
Post Office Department ? 

Mr. Dowpy. I just mention this in passing, that I do not think any 
of the fourth-class postmasters in my district were aware that the 
Post Office Department furnished any equipment for their offices. 
[ was not aware of it. I know all of them always said they had to 
buy it. 

Mr. Avexanper. It is true, though, that they get paid for that, 
do they not? They get an allowance for their equipment ? 

Mr. Pusxkar. In fourth-class offices ? 

Mr. Dowvy. I understood you to say in addition that some of them 
were furnished equipment. 

Mr. Puskar. The Department in the last 2 years, particularly in 
third-class offices, where they are not reimbursed by the 15-percent 
clause, has been able to supply equipment in some offices. It has been 
wonderful. I have been able to visit some of the smaller third-class 
offices where they have supplied new and modern euipment, and it has 
certainly done wonders for the community and for the postmaster. 

Mr. Dowpy. I was not trying to make a point out of it. I just 
noticed that in your statement. 

Mr. Puskar. As the funds were available, the Assistant Postmaster 


General in charge of facilities has tried to put equipment in third- 
class offices. 


The Coarmman. Mr. Broyhill. 

Mr. Broyutin. Mr. Fixa, I understood your answer to Mr. Alex- 
ander’s question indicated that the third-class mail got pretty much 
the same treatment, not too much different treatment, than the first- 
class mail, indicating that there was more difference in the rates than 
there was in the actual service. Is it not true that the shipper or 
sender of third-class mail has to do a lot of additional work in pre- 
paring the mail for you that you would normally do, have to do, in 
the handling of it? 

Do they not have to bundle it in zones and things of that sort? 

Mr. Frxa. On real large mailings they do, Congressman, particu- 
larly the mailings that are handled by addressing organizations. 
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Most of the big mailers use them. They even bring us the mail al- 
ready sacked. We do not handle it hardly at all. The mail is already 
sacked to the city of dispatch. 

Mr. Broyuitzt. Do you not require that? 

Mr. Fixa. No, they do not have to; no, sir. 

Mr. Broyumy, They can drop 100,000 third-class pieces mixed up 
in your boxes and you would sort them for them ? 

Mr. Fixa. I am talking about mailings, we will say, of a quarter of 
a million or a half million that are dumped on us at one time. They 
are usually sacked and distributed for us. 

Mr. Broyurtyt. How about second-class mail? They are not re- 
quired to present it to you in any particular form, stack or group? 

Mr. Fixa. Of course, they all have to be distributed at the carrier’s 
level, finally. 

Mr. Broyum.. I understand, but I was laboring under the impres- 
sion that third-class mail senders had to deliver the mail to the post 
offices in certain stacks, certain groups, certain routes. You say they 
do that but that is not a requirement, and they can give it to you loose. 

Mr. Fixa. That all depends. [If it is a bulk mailing, then there is a 
requirement. But under this kind of mailing, we get less revenue. 

Mr. Brornm. Then it is possible, Mr. Fixa, that you have to do the 
same amount of work on a third-class letter that you have to do ona 
first-class letter ? 

Mr. Frxa. In many instances we do. Yes, sir. 

Mr. Gross. Mr. Chairman. 

The Cuairman. Mr. Gross. 

Mr. Gross. Mr. Fixa, I believe you said a little while ago that you 
moved first-class mail in 4 hours. Is that right? 

Mr. Frxa. We move it out of what we call our annexes. That is our 
mail-processing plant. 

Mr. Gross. In other words, it is on the way at the end of 4 hours? 

Mr. Frxa. That is correct; yes, sir. 

Mr. Gross. You have not worked in any of these offices, in these other 
offices, but does that rule apply to first-class offices only ? 

Mr. Fixa. That I do not know. I know it applies to my office, 
Congressman. 

Mr. Gross. How about the rest of the offices? Would there be any 
difference whether it was a second- third- or fourth-class office ? 

Mr. Fixa. I do know that there is a department regulation that every 
letter that comes into the post office must be postmarked within 2 hours. 
In the larger offices, just by reason of space requirements, we have to 
keep moving it out right after postmarking. 

Mr. Gross. Postmarking does not mean anything, except to indicate 
to the addressee when the letter was postmarked. That is all. 

Mr. Frxa. That is correct. 

Mr. Gross. The thing that counts is when it moves. 

Mr. Fixa. That is right. 

Mr. Gross. I am afraid you have not worked in some of the first- 
class offices, even, out in Iowa since the establishment of the highway 
post offices, and I do not think any of you here have had experience in 
that department. Have you? 

Mr. Fixa. I have not. 


Mr. Gross. Our mail can lay over for 2 days, our first-class mail can 
lay over for 2daysout there. That is something I am going to have to 
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answer to my people for, if I vote for a postal increase bill; what kind 
of service do they get for the added postal rate ? 

| am afraid you gentlemen are not speaking, with all deference to 
the statements you have made in behalf of the larger post offices, in 
terms of the smaller operations. We have plenty of them in Iowa, 
and, I suspect, in Tennessee and Kansas, and other places. 

What has happened with this highway post office deal is that mail 

van lay over for 2 days, when you have a holiday following a Sunday. 
The Sunday service has been discontinued. 

We are not liking this very well. You in the cities are getting much 
better service, progressively better service, and we are getting worse 
service than we ever had. 

Mr. Fixa. In the cities, I am confident. there is no mail laying around 
for2 days. We would not stand for it, Congressman. 

Mr. Gross. Of course not. But we are called upon to pay the same 

rates that are paid for this in the metropolitan areas, where now you 
have supplemented the service with airmail. A 3-cent letter can be 
transported by airmail. Very little fruits of that transportation fall 
to the little towns in Iowa. 

The CHarrmMan. What post offices are there in lowa’ Why not give 
a list of them, and we will have the postmaster check it. 

Mr. Gross. Unless it has been supplemented with a star route, and 
very few of them have, there is no Sunday service through train trans- 
portation, where the highway post offices have suppk anted train service. 

The Carman. Many trains have been discontinued ; have they not ? 

Mr. Gross. Plenty of them have been discontinued, and highway 
service established. But they do not operate on Sundays or holidays. 

Mr. Rees. Do you mean they should run the buses on Sundays? 

Mr. Gross. Has the service gone down or has it been maintained if 
they do not suppl: int the service they had before? 

Mr. Rees. I wondered if you meant we ought to run the highway 
postal service on Sundays. 

Mr. Gross._ Yes, sir; I think so, because I think those people are 
entitled to at least the transportation of first-class mail. 

Mr. JoHansen. Do I understand that prior to the installation of the 
highway post office service mail was moved because it was moved by 
train? Isthat the point the gentleman is making? 

Mr. Gross. Exactly so. The trains operated 7 days a week, and they 
operated on holidays. 

The Cratmrman. And the trains have been discontinued and the 
highway postal service has been put in the place of that, is that right? 

Mr. Gross. That isright. Now they are out onalimb. The mail is 
not moved unless the service has been supplemented in some way or 
another by a star route or messenger service. There is no collection 
and there is no delivery. 

Mr. Jouansen. If the gentleman will yield further, have represen- 
tations been made in those areas to the Post: Office Dep: irtment by way 
of protest ? 

Mr. Gross. Yes; and in some cases corrected but not in all of them, 
by any manner or means. 

Mr. Puskar. May I make a statement in that regard ? 

Mr. Gross. Yes. 

Mr. Puskar. It would seem to me that it is all a matter of financing. 
[ am sure the Department would have no objection to giving Sunday 
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service. In my own particular office, we would have no objection, if 
we had adequate financing for the clerks to man the office on holidays 
and Sundays. It would seem to me that what we are talking about, 
the rate bill, may be the solution to your : in Iowa or 7 other 
cities where there is no Sunday service, and it is required by the 
patrons. 

Mr. Gross. That could be possible, but, again, it is an administrative 
matter. 

Mr. Creretta. Will the gentleman yield ? 

Mr. Gross. Yes. 

Mr. Crereiia. I wonder if we might, perhaps, inaugurate a super 
de luxe service for the farmers of Iowa exclusively. 

We in the East do not get Sunday delivery. 

Mrs. Sr. Grorce. I do not. 

Mr. Crerenta. And the post offices in my town are closed on Sun- 
days and closed on Saturdays. 

Mr. Gross. Mr. Chairman, that is a rather uncalled for remark. 

Mr. Creretna. You were complaining that the farmers are not 
getting their service on Sunday. 

Mr. Gross. You get mail in the post office in the town in which you 
live on Sunday. 

Mr. Creretia. No, sir; I do not. 

Mr. Gross. Is mail delivered to the post office so you can get it on 
Monday ? 

Mr. Crerecia. I cannot get it on Sunday. 

Mr. Gross. I said the mail comes in so it is delivered on Moruday : 
is that correct ? 

Mr. Crere.a. Yes. 

Mr. Gross. We do not get that. 

Mr. Creretia. You are talking about delivery on Sunday. 

Mr. Gross. I am not talking about delivery to residences or rural 
route deliveries. I am saying ; that the mail does not even come into 
the post office on Sunday so it ‘would be available for de ‘livery on Mon- 
day. That is what I am saying. 

It does not come in on holidays, to be available for delivery on the 
day following the holiday. I would like to see you in Connecticut 
tied back to that kind of service. Your businessmen would holler their 
heads off a whole lot more than they have done in Iowa. 

Mr. Creretta. They have been doing a lot of hollering in Iowa. 

Mr. Dowpy. The mail in my district does not come in or go out from 
Saturday afternoon until sometime on Monday. 

Mr. Gross. That is what I am talking about. 

Mrs. St. Georcr. The same thing happens where I live, in New York 
State, 38 miles out of New York City. There is no mail that comes 
into that office on Sunday. 

Mr. Dowpy. Or which goes out either ? 

Mrs. Sr. Georce. Certainly not. 

The Cuatrman. Are there any further questions of these gentle- 
men ? 

If there are no further questions, we thank you all for your presen- 
tation. 

Mr. Pusxar. We thank you, Mr. Chairman, and members of the 
committee. 


75403—56——_8 
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With your permission, Mr. Dickmann, of St. Louis, our past presi- 
dent, and Mr. McNamara, our immediate past president, will be here 
tomorrow, and they would like to make a short statement. 

The CuarrMan., Very well. 

We will next hear from the National League of Postmasters. 

The first witness is Mr. William E. Massie, the president, who is 
postmaster in Tyro, Va. He is accompanied by Mr. C. D. Gravitt, 
the secretary of the National League of Postmasters. 

We will be glad to hear from you, gentlemen. 


STATEMENT OF C. B. GRAVITT, JR., SECRETARY AND LEGISLATIVE 


REPRESENTATIVE, NATIONAL LEAGUE OF POSTMASTERS OF THE 
UNITED STATES 


Mr. Gravirr. Mr, Chairman and members of the committee, for the 
record, my name is C. B. Gravitt, Jr., secretary and legislative repre- 
sentative of the National League of Postmasters of the United States, 
representing postmasters from fourth-, third-, second-, and first-class 
post offices, with headquarters here in Washington at 1110 F Street 
NW. 

I appreciate the opportunity of appearing before this distinguished 
committee in behalf of postmasters of our great Nation. I am accom- 
panied today by our national president, W. E. Massie, postmaster at 
Tyro, Va. 

With your permission, Mr. Chairman, I will give my short state- 
ment and then Mr. Massie will present his statement. 

The Postmaster General is to be commended on his factual and im- 
pressive statement, made before this committee on Tuesday, concern- 
ing the need for increased postal rates. The national league supports 
the rate increases proposed in H. R. 9228, the postal rate bill. 

We feel the Department is trying to operate on prewar postage rates 
as against postwar income and expenses. Postal rates are essentially 
the same today as they were back in 1932. 

While visiting various sections of the United States, I have talked 
with many of our postmaster members, and they have indicated a will- 
ingness on the part of many of their patrons to pay increased postal 
rates. 

Canada, from 1946 through 1955, reported a net postal surplus of 
$51.4 million. Compare this to our deficit since 1945 of nearly $5 
billion. Canada put new rates into effect on April 1, 1954, charging 5 
cents for the first ounce of all nonlocal domestic mail, and 3 cents for 
each additional ounce. This rate is considerably higher than our rate 
of 3 cents, which has not been changed since 1932. 

Other rates in Canada are equally realistic. However, I will not 
use valuable time going over them except to cite one final comparison, 
that of third-class mail, which in Canada, generally speaking, is self- 
supporting, while in this country in fiscal year 1955 our deficit for 
third-class mail was over $170 million. 

Many of our members have stated that they feel each Government de- 
partment or agency should pay for penalty mailings at the same 
rate of postage charged the public in general. It has been stated 
that in order to determine the substantial accuracy of the postage 
used under the penalty privilege, each Government department should 
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be required to run the mai] through postage meters so that the ac- 
curate amount of postage used will be registered. 

We have held conferences with Department officials concerning 
section 107 of H. R. 9228, and have been assured that no postmaster 
will have his salary or allowances reduced due to the operation of this 
section. We appreciate phraseology identical to our protection rec- 
ommendation being added to the bill in the following language: 

Nothing contained in this subsection shall operate to decrease the compensa- 
tion or allowances in effect on the effective date of this subsection for post- 
masters and other employees in the postal field service on such date whose 
compensation or allowances are based upon the annual receipts of such of- 
fices. 


Following line 6, on page 5, we recommend that the following 
sentence be added: 


Further, it is provided specifically that any drop in revenue resulting from 
the application of the new postage rates shall not serve to lower the employee’s 


salary or grade, 

This provision will, of course, apply to postmasters of fourth-class 
offices, and whenever its application may be of any consequence to 
postmasters of the offices of the first three classes. 

Since the bill has an effective date of July 1, 1956, we recom- 
mend that receipts be computed on the 100 percent basis for the first 
6 months of the calendar year, and that the 85 percent basis only ap- 
ply to the second half of the calendar year. 

We realize that in many cases bills are changed before they actual- 
ly become Jaw and if further changes are made in H. R. 9228, we 
ask members of the committee to make the necessary adjustment 
or modification of the 85 percent restriction. 

Department officials have pointed out in our various conferences 
with them that the proposed rate increases may actually benefit, to 
some extent, fourth-class postmasters, since the Department rec- 
ommended an adjustment in receipts of 15 percent compared with 
the additional revenue estimated at approximately 17 percent. 

We urge that postage rates be increased as proposed in H. R. 9228, 
and again I want to thank you for affording me the opportunity 
to appear in behalf of the National League of Postmasters. 

The Cuarmman. Thank you, Mr. Gravitt. 


We will next hear from Mr. William E. Massie, the president of 
the National League of Postmasters,. 


STATEMENT OF WILLIAMS E. MASSIE, PRESIDENT, NATIONAL 


LEAGUE OF POSTMASTERS OF THE UNITED STATES; POSTMASTER, 
TYRO, VA. 


Mr. Massre. Mr. Chairman and members of the committee, my name 
is Williams E. Massie, president of the National League of Postmasters 
of the United States, the oldest postmaster organization. I am post- 
master at Tyro, Va., and appreciate the honor of appearing before 
your committee. 

I would like to deal with the tremendous improvements that have 
been made in the postal service in recent years. I believe that when 
any product or service is better, it should command a better price. 
And our postal service is a lot better today than it was in 1932 when 
‘our letter rates were the same as today. 
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Our postal service is worth more today, both for the Nation and 
for us as individuals. I believe, accordingly, a rise in rates is justified 
from this standpoint, even if there were not so many other reasons 
for such an increase. 

In the early days of the Republic, it took virtually a day’s wages 
for a workingman to pay the postage for a letter. “In 1860 it cost 
S5 to send a letter from Missouri to California on the Pony Express, 
and earlier, in 1847, when the United States put out its first adhesive 
postage stamp, they were not 3-penny stamps, but cost a nickel and a 
dime. 

[ am mentioning these points here briefly just to point up the fact 
that our postage rates have never been a sacred cow. They have, 
through most of our history, been geared to realities—-with the excep- 
tion, | might add, of recent years. 

Back in 1932, the rate on first-class letters was the same as today. 
Whatever the postal economy of 1932 may have been, one thing is 
certain Inmy mind. The 3-cent stamp was much more realistic “for 
a letter then than it is today. And this is because the 3-cent stamp 
buys you a great deal more today than it did in 19382, in terms of 
postal service. 

Not only does the 3-cent stamp give you faster and better service 
today for a letter—be it a 3-cent stamp, or many dollars spent for a 
large quantity of mail—but it commands extra dimensions of service 
today that were undreamed of in 1932. 

For example, the Post Office Department today, under its experi- 
mental airlift, transports a billion letters a year with ordinary first- 
class postage. 

The airlift covers many points and serves millions of our people, 
notably those in major metropolitan areas up and down the west coast, 
as well as Chicago, New York, and Florida points, among others. 
Millions of letters that are airlifted over these points today ; go from 
24 to 48 hours earlier. Or let us give, at random, just a few more 
facets of these new dimensions of service today. 

Those who represent large rural areas may be surprised to know, 
for example, that there are 9,570,986 families served on rural routes 
today, compared with 6,908,677 in 1932, an increase of almost 40 
percent. 

In 1932 your 3 cents would’ deliver a Jetter to almost any one of the 
124,822,000 Americans of that day; today it may be delivered to vir- 
tually any one of more than 166 million Americans, an increase of 
50 percent. 

Today, 92,575 city letter carriers provide service to the metropoli- 
tan areas of the Nation, combated with 52,766 in 1932, an increase of 
more than 40 percent. 

And, today, we have 5,030 post offices with city delivery service, 
compared with 3,111 in 1932, an increase of 60 percent. 

In just 2 years, from 1953 to 1955, the number of families served by 
city delivery increased by 3.5 million, or 11.3 percent. This was 
achieved, incidentally, by an increase of 7,000 in carrier routes, or 
v5 percent, 

I would like to go here into some of the dimensions of our new 
postal service today that are not so readily apparent. 
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Recently, I received a summary of 73 improvements that have been 
made in the postal service, primarily in the field of operational im- 
provements, since 1953. 

A study of this document convinces me, Mr. Chairman, that large 
mailers have never before had it so good. 

It also convinces me, incidentally, that the smaller mailers who may 
spend only a few pennies a month, on the average, for their postage, 
never had it so good, 

For ex: ample, there is the Post Office Department’s new certified 
mail service for the documents, recetpts, notices, and the like that you 
often send through the mail, and for which you require proof of de- 
livery. 

For papers like this, which can be replaced but which are never 
theless mighty important, you can use your certified mail service now 
acd: ays, and be assured of proof of deliver v. And the cost is a lot less 
than the price you had to pay to send it registered mail, as you did 
before certified mail came along. 

Or take the Post Office Department’s new combination mail service. 
For the first time in the entire history of the United States Post Office 
Department, it is possible to mail a letter or message inside a package 
or publication after paying postage for both. This new service means 
not only that Mom can send a message along with the laundry to Junior 
at college. It means a great deal for publishers, advertisers, and 
others who are now able to enclose a message inside a parce] for the 
first time. 

And let me list now just a few of the changes and improvements 
that also are not so readily apparent, but which are adding up to big 
savings and big service for mail users large and small. 

Important liberalizations of old regul: ations have segoana made for 
mailers of second-class mail, by permitting advertising pages to be 
die-cut, deckle-edged, or prepared for folding out, gee reasonable 
use of novelty pages, such as those continuing cutouts, coupons, and 
so forth, are permitted for the first time. 

New commonsense policies for determining distinctions between 
advertising and nonadvertising content of publications have been 
adopted. New publications have been prepared for free distribution 
to assist the public in wrapping and packaging, and these also contain 
valuable information on domestic postage rates and fees. 

Another typical new rule among many is a regulation authorizing 
free forwarding of mail for depende nts of military and civilian per- 
sons whose addresses are changed by official orders. 

More space for writing of messages on postal cards has been 
provided. 

In broader fields of improvement, the Post Office Department’s new 
vehicle program, placing the carriers on wheels in many areas and 
providing improved and faster mail service for many communities, 1s 
typical of the commonsense of the postal administration today. 

Taking just another symbol of progress and more valuable mail 
service today, Iam informed that the Post Office Department is in the 
front among Federal agencies in exploring the possibilities of auto 
mation. 

IT could goon and on. But I think I have said enough here to pro- 
vide real evidence, that, while on] Vv sheht increases in postage are 
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proposed, there have, in fact, been tremendous increases in the value 
of your postal service today. 

The 3-cent stamp has often been called the greatest value on earth. 

I think that, at 4 cents, it would continue to be—far and away— 
just that. 

Again I thank you for the privilege of allowing me to appear before 
the committee. 

The Crrarrman,. Thank you, Mr. Massie. 

How long have you been postmaster at Tyro, Va. ? 

Mr. Massie. I have been in the postal service since 1922. I have 
been postmaster since 1940. 

The Cuamman. What class office is Tyro? 

Mr. Masstr. Third, a low third. 

The Cratmrman. I want to compliment you upon the very enlighten- 
ing and informative statement you have prescribed, Mr. Massie. 

‘Are there any questions of either of the witnesses, Mr. Gravitt or 
Mr. Massie? 

Mr. Rees. Mr. Chairman, I would like to join in what you had to 
say about the testimony of Mr. Massie. It was somewhat different 
than other testimony we have had, and it will, in my judgment, pro- 
voke quite a bit of discussion when we get into the problem later on. 

I think you made a fine statement. 

Mrs. St. Grorcr. I would like to join you, Mr. Chairman, and the 
ranking member, in complimenting Mr. Massie. 

Mr. Massie, I am particularly interested in your figures, going back 
to 1860, showing that the cost of a letter then was $5. Do you happen 
to know whether that cost actually paid for the transportation of that 
letter? I mean, was it levied in that expectation ? 

T suspect that it probably was. 

Mr. Massre. I could not answer that with any degree of accuracy, 
Tam afraid. 

Mrs. Str. Grorcr. Well, the Post Office Department, having been 
started by Benjamin Franklin, I am sure in its early days paid its w ay. 

The Cuamman. Are there any other questions ? 

Mr. Broyhill. 

Mr. Broynuity. I have one question along the line of Mrs. St. 
George’s, about that $5 to send a letter from Missouri to California. 


It did not cost quite that much to send a letter from Missouri to Iowa, 
did it, at that time? 


Mr. Gross. By airplane, yes. 
Mr. Masste. I have a lot of friends in Iowa, I will tell you that. 
Mr. Gross. Thank you. 


The Cuamman. Are there any other questions of either Mr. Gravitt 
or Mr. Massie? 


Mr. Atexanper. Mr. Chairman? 

The Cuarrman. Mr. Alexander. 

Mr. Arexanper. I was interested in your comparison of service 
in Canada. Do they base their mail rates on the question of cost or 
the question of value to the users? 

I notice that you said the third-class mail in Canada paid its own 
way. How about second class? 

Mr. Gravirr. I am not an expert on the rates established in Canada. 
I did use that one example, som they did not have the deficit that 
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we had in our third class. Probably someone in the Department is 
better qualified than I am to supply this information, Mr. Alexander. 

The Cuairman. Are there any other questions / 

Mr. Cretretia. Might I ask a question ? 

Mr. ALeExANpDeER. I would like to have an answer. 

Does the Department know whether in Canada each class pays its 
way or is it on some other basis? 

Mr. Srans. We know that each class does not pay its way, as a 
matter of principle, and that its rates are consistent with our pro- 
posals, that first class pays more than allocated costs and second class 
pays less than cost. We do not know what the figures are here, but 
we can supply them for the record. 

Mr. ALExAnpER. The thought was that third class pays its way. 
Is that true or not? 

Mr. Srans. I do not know for sure. We will try to find out for 
you. 

The Cuarrman. I wish you would, and furnish that for the record. 

Mr. Stans. We will do that. 

(The information referred to appears at page 150.) 

The Cuatrman. Are there any other questions? 

Mr. Creretia. Mr. Massie, I would like to join also in the com- 
pliment paid you on the fine presentation you made here. 

I should like to know something about the National League of Post- 
masters. Is that made up of postmasters of first, second, and third 
class ¢ 

Mr. Massie. All classes; first, second, third, and fourth. 

Mr. Rees. Will the gentlem: an yield? 

Mr. Creretia. Yes, sir. 

Mr. Rees. Is it nearly all fourth class? 

Mr. Masstr. No, I would not be able to break those figures down, 
but our member ship i is represented by all classes. 

Mr. Rees. I was under the impression when you testified here be- 
fore that most of your membership was composed of fourth-class 
postmasters. 

Mr. Gravirr. Yes, sir; but since we have changed our membership 
requirements, most of our members are from the fourth- and third- 
class post offices. 

Mr. Rees. How many members have you? 

Mr. Gravirr. We have approximately 26,000 members. 

The Cuatrman. You changed the title of your organization. It 
used to be the District League; was it not? 

Mr. Gravitr. Yes, we did change the name, because many people 
associated it with the District of Columbia. 

The CuatrMan. It is the National League of Postmasters? 

Mr. Gravirr. Yes, sir. 

Mr. Creretia. Mr Fixa and Mr. Puskar testified in behalf of the 
National Association of Postmasters. 

Is there an intermarriage of these two groups? Are they distinct 
and separate, or how do they o erate ? 

Mr. Gravirr. Congressman “Cretella, we were the first postmaster 
organization, as I understand it. I am not in a position to speak 
for their membership. I think they do a good job, but we are proud 
of our membership and think we do a ood job in representing them. 
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[t looks as if there must be some dual membership because the two 
memberships combined would be more than the number of post offices 
now in existence today. 

The Cuamman. I know of several postmasters in my district who 
belong to both associations. 

Mr. Gravirt. That is right. 

The Cnamman. Mr. Dowdy? 

Mr. Dowpy. It is the same situation in my district. 

Ilow many postimasters belong to the league / 

Mr. Gravirr. We have around 26,000, 

Mr. Dowpy. And there are how many altogether ? 

Mr. Gravirr. A little more than 37,000. 

Mr. Dowpy. That is 70 percent; is it not ? 

Mr. Gravirr. That is pretty close to it. 

Mr. Dowpy. I am just grabbing a figure. It sounds like about 70 
percent, so there would be, undoubtedly, an overlap of memberships. 
And yet the organizations are completely separate ? 

Mr. Gravirr. Yes. 

I would like to comment, too, Mr. Chairman, that there is not any- 
thing unusual about having 2 organizations because I think we have 
more than 2 representing clerks. It is not uncommon at all. 

The Cuamman,. That is correct. Both of your organizations are 
doing good work. 

Mr. Gravirr. Thank you. 

Mr. Massie. Thank you. 

The Cuatrman. Are there any other questions of these witnesses? 

If not, thank you very much, Mr. Massie and Mr. Gravitt. 

We will next hear from the representatives of the National Rural 
Letter Carriers’ Association, Mr. Warren B. Bledsoe, the president 
of the association, and also Mr. John W. Emeigh, the secretary. 

We will be glad to hear from you gentlemen now. 


STATEMENT OF WARREN B. BLEDSOE, PRESIDENT, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION, WASHINGTON, D. C.; 
ACCOMPANIED BY JOHN W. EMEIGH, SECRETARY, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION, WASHINGTON, D. C. 


Mr. Burpsor. Mr. Chairman, and members of the committee, my 
name is Warren B. Bledsoe. I am president of the National Rural 
Letter Carriers’ Association. We maintain our headquarters at 1040 
Warner Building, 13th and E Streets NW., Washington, D. C. We 
have a national membership of more than 36,000, which includes 
almost 30,000 rural carriers or more than 90 percent of all regular 
classified rural carriers of the Nation. The remainder of our mem- 
bership is composed of retired, temporary, and substitute rural carriers. 

The National Rural Letter Carriers’ Association, has for many 
years, supported the principle of establishing postal rates at a level 
which sank | bring the receipts of the Post Office Department nearer 
the operating expenses incurred. We presented testimony before this 
committee during the first session of the 82d Congress supporting 
Postmaster General Donaldson and the previous administration in a 
rate bill proposing revisions for additional revenue to eliminate much 
of the then existing deficit in postal operations. Our national con- 
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ventions have repeatedly approved resolutions mandating this or- 

ganization to support increased rates. A resolution to that effect was 
unanimously adopted by the national convention held in Buffalo, 
N. Y., during August 1955. 

We are pleased to carry out this mandate of our membership and 
welcome this opportunity to appear before this distinguished com- 
mittee to express our opinion and views. 

Voluminous testimony on the subject of postal-rate revisions is 
already on hand from previous hearings on the matter. In the pres- 
ent hearings, substantial factual data on the current problem and 
recommendations to correct it have been presented by Postmaster 
General Summerfield and his staff. Many will submit additional 
testimony, material and data, as either proponents or opponents. It 
would not appear that any proposal in connection with rate revision 
to reduce or eliminate the staggering postal deficit is likely to be 
met with unanimous opinion and agreement. The awaiting of a _ 
posal which would produce such unanimity does not appear to be 
very logical or practical way to meet the deficit problem existing. 

Expansion of the service itself to keep pace with the growth of the 
Nation, the rising volume of mail, the cost of transportation and 
facilities, the increasing costs of personnel—particularly in order to 
provide adequate salaries to match our standard of living—and in 
fact the aggregate cost of rendering a complete and efficient postal 
service have far outstripped the revenue generated from that opera- 
tion on the basis of existing rate structures. 

The spread between revenue and cots can logically be corrected 
by only one action, and that is a revision of the rate structure in order 
that fees charged may more nearly meet the necessary expenses of 
the services rendered. 

Many and varied views are prevalent as to whether or not the Post 
Office Department should be operated as a self-sustaining utility, 
whether it should be.a public service: and/or whether it should be a 
combination of both, and, if so, the division of costs applicable to each. 
Debate and judgment on the issue, or convictions, valid or invalid 
as they may be depending on viewpoint, fails to produce a solution to 
the prob lem and does not bridge the gap between cost and revenue 
which has and is resulting in an enormous postal deficit. 

The general welfare-tvpe services rendered to the citizens of the 
Nation through their great postal service are fundamental and sig- 
nificant functions of the Post Office Department. For this reason, 
this association does not subscribe to any fixing of rates which would 
deprive the citizens of these benefits which are clearly in the public 
interest. 

On the other hand, we do not believe that an antiquated rate strue- 
ture can realistically cope with actual increased expenses currently 
existing. In addition, it offers little hope for improvement of present 
facilities, and the projected needs both for personnel and facilities. 
It is our opinion that the fees charged for services rendered must 
bear a direct relationship to actual costs for the rendering of that 
service, with due consideration given to the discounting on various 
services which are and properly should be in the domain of a public 
service function. 

There are those who decry any upward postal-rate revision as, at 
best, a deterrent to many facets of our national business and cul- 
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tural life; and, at worse, as a cancerous destruction of business en- 
terprise, educational endeavors, and public enlightenment. 

This association cannot subscribe to the theory that proper and 
moderate increased rates, which merely reflect actual increased costs 
of the total operation, will destroy the value, benefits, or service as- 
pects of our complete postal facility; nor that it would work 
to the disadvantage of its users or the citizenry as a whole. Every 
utility, every service, and every business must necessarily gear the 
cost of its product or service to the expense of producing or furnish- 
ing that product or service. The exception to this almost universal 
rule, as exists in the field of postal operations, results in a deficit which 
is nothing less than an assessment against present and future tax- 
payers. The services performed are no less costly because the costs 
are being deferred through deficit operation. 

The postal deficit, irrespective of the method of allocating any part 
of it to specific classifications or services performed, is nevertheless 
a deficit chargeable to the overall postal operation. Each part of its 
various functions, services, and each classification of mail are closely 
related in many ways. 

It is our opinion that the solution to the deficit problem should 
be approached through an upward revision of rates, and at the ratio 
applicable to each mail classification and service which is necessary 
to eliminate that portion of the existing deficit which, in the opin- 
ion of Congress, exceeds the amount properly chargeable to the Gen- 
eral Treasury for the providing of necessary public service func- 
tions being rendered. 

We believe that the rate proposals as set forth in H. R. 9228 are 
a reasonable approach to the solution of this perplexing deficit prob- 
lem. We trust that this committee in its good judgment, based 
on the testimony and statistics submitted, will either report out 
H. R. 9228 or a bill incorporating other adequate rate revisions. 

We feel that the postal services made available would remain one 
of the biggest bargains in the budget of posta] patrons. 

The Cuairman. That isa very fine statement, Mr. Bledsoe. 

Mr. Buiepsor. Thank you, sir. 

The CHairman. Are there any questions ? 

Mr. Emeigh, do you desire to say anything ? 

Mr. Emeicu. Mr. Chairman, I just want to make a brief comment 
for the record. It was noted by one of the persons who testified be- 
fore the committee that the assumption has generally been held that 
the rural delivery service is one of the low-revenue-producing agen- 
cies of the Postal Department, and the inference, of course, follows 
that it contributes substantially to the existing postal deficit. I want 
to insert a brief paragraph out of the financial policy statement for 
the Post Office Department, which was issued March 31, 1954, rela- 
tive to that question. It says: 

The fact is that if one considers the entire revenue value of incoming and 
outgoing rural mail, including the postage paid elsewhere on it, the total exceeds 
the cost of maintaining the rural services. The total cost of maintaining rural 
delivery routes in 1952 was $189 million, but approximately 8 times more mail 
is delivered on rural routes than is collected, and the value of postage on the 


mail handled on these routes, and the fees for the special services amounted to 
approximately $213.6 million in 1952. 
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I would like to add one other brief set of statistics relative to the 
rural service. It would be interesting to note how the efficiency pro- 
gram of the Post Office Department, both as existing in previous 
years and as continued under the present management of the Depart- 
ment has affected efficiency in our service. In 1932, which is a date 
that has been very frequently mentioned here, there were a total of 
41,602 rural carriers. At the close of fiscal year 1954, there were 
32,370, or a decrease of 9,232 carriers, or a decrease, percentagewise, 
of 22.19 percent of the personnel in that service. 

It is also interesting to note that during that same period of time, 
the miles traveled by rural carriers increased from 1,346,679 to 
1,527,289, or an increase of more than 180,000 miles; or, percentage- 
wise, 13.41 percent. : 

In the same period of time, the Nation had a population increase 
of approximately 32 percent. But the growth of the number of 
patrons served on rural routes during the comparable period increased 
37.4 percent. 

One final statistic is that the rural cost of the postal service during 
1932 was $107 million. In 1954, it was $191 million-plus, or an in- 
crease in cost of only 79.2 percent over that period, whereby it is noted 
that the cost of the complete postal operation went up approximately 
240 percent during the same period. 

We insert that because we are pleased with the fact that both 
through the official administrative actions of the Department manage- 
ment and through the cooperation of our own association, we believe 
we are making a valuable contribution to the efficiency of the postal 
service and to the service rendered to the rural patrons of America. 

The Cuarrman. Mr. Corbett? 

Mr. Corserr. I was, of course, the one who made the allegation 
that the rural routes were developed at a calculated loss and, therefore, 
some of the charge ought to be properly taken from the National 
Treasury. The gentleman’s facts came at us a little bit fast, but I 
would like to explore them with these things, first of all, very definite. 

Nobody that 1 know of, and least of all myself, wants to discontinue 
rural free delivery or the fourth-class offices. In fact, I am entirely 
in sympathy with the program of extending the postal service to 
everybody in the United States. But there is a real question as to 
whether or not it is a profitable service, and therefore none of it ought 
to be subsidized from the National Treasury, or whether some im- 
portant part of it is subject to, or rather results from, public policy 
and, therefore, is not chargeable to the users of the mail. 

Let us examine thisa moment. The average route is about 40 miles, 
is it not? 

Mr. Emeigu. The average route currently is approximately 47 
miles. 

Mr. Corsert. Forty-five will do. You are allowed 9 cents a mile 
for that? 

Mr. Emetcu. That is right, sir. 

Mr. Corzerr. That would run about $4.05 per day, for travel? 

Mr. Emeicu. Yes. 

Mr. Corsett. Now, then, the average salary of the rural carrier is 
about $4,000; is that correct ? 

Mr. Emetcn. The average salary, Mr. Corbett, in 1954, was $4,490, 
which includes the top longevity and all longevity. 
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Mr. Corserr. That does not include the increase of last year? 

Mr. Emerien. No, sir. 

Mr. Corsetr. Let us say $4,000 to make it easy. Suppose, now, 
that the value of the average piece of mail carried by a rural carrier 
is about 2 cents. You folks have been very vigorous in complaining 
about the great amount of direct mail advertising coming in. Would 
that be a fair figure, 2 cents, as the value of the average piece 
delivered ? 

Mr. Emeien. It would be very difficult for me to answer, Mr. Cor- 
bett. I really do not know what an average piece would be. 

Mr. Cornerr. That would not be far off; would it? 

Mr. Emeren. Possibly not. 

Mr. Corserr. What would you guess the average number of pieces 
of mail to be that the rural carrier delivers per day ¢ 

Mr. Emeicu. I do not have that figure. 

Mr. Corperr. Is it 500 or 400% 

Mr. Emericnu. It would exceed that, I believe. 

Mr. Cornerr. It would exceed that? 

Mr. Emeten. I certainly think so. 

Mr. Corserr. Just taking the salary at $4,000, if my hasty figures 
here are right, a man would have to deliver 666 pieces of mail, plus, 
per day, to even carry the same amount as his salary. That does not 
include $4.05 a day for travel allowance. That is just from the pickup 
point to the ultimate receiver of the mail. Therefore, it seems to me 
that there must be letters on some of those rural routes that are de- 
livered at a cost to the post office of, maybe, as much as a dollar in 
some cases, and in very extreme cases maybe it could go up to $4 or $5. 

Mr. Exricn. Mr. Corbett, the percentage of cost on which you are 
establishing it would undoubtedly, be correct. 

Mr. Corserr. I would just like to make it a little worse for you. 
I am not counting anything at all from the time the person goes up 
and buys a strep and puts it on the letter in New York and it is 
transported somewhere out to Kansas, and then it is redistributed and 
eventually finds its way to Punkin Center. I am only talking about 
the charge from Punkin Center to the receiver. 

Mr. Emereu. I fully appreciate that as your intent there. T am 
wondering if that would be a fair analysis. I believe any service 
rendered in the post office, by personnel, if it were broken down on 
the same basis as you are breaking down the cost of delivering a single 
piece of mail on a rural route, if you would not get a wide variance of 
cost figures that would be exorbitant by the piece. 

Mr. Rees. How about city routes? 

Mr. Corserr. On city routes you find clearly that because of the 
matter of no allowance, because of the fact that the addresses are so 
much closer together, and that sort of thing, that your first-class 
mail, local, is a profit-producing item. I think anyone will agree to 
that. 

Is there any objection to that? 

It follows, naturally, the distributing companies can circulate 
these folders and circulars, and so on, at $8 a thousand, by uniformed 
distributors, and make money on it. 

Please do not misunderstand me. T have no quarrel with the rural 
routes. Very frankly, I am prepared to vote for another salary in- 
crease for you. Tam not fussing about that. 
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Mr. Emeicu. We appreciate that. 

Mr. Corserr. Well, a very slight one this year 

I am concerned with the fact as to who ought to pay for rural free 
delivery. If it is a Government policy, then the Government ought 
to pay for it. We should not complain and how] that the users of 
the mail are the ones that ought to pay for the rural free delivery, 
if it is a calculated loss. 

That is a matter of simple justice. 

I have agreed with the Postmaster General, period, that wherein 
users of the mail are getting a free ride, or a reduced expense ride, 
they ought to be m: ade to pay for it. But I am trying, in my own 
mind sincerely, to find out what it is they ought to be charged with. 

Mr. Emeicu. Mr. Corbett, if I may, I would like to give you one 
additional statistic which may help to clarify that point. 

In the year 1952, the rural delivery service cost 13.4 percent of the 
total postal expenditure. In 1954, the rural delivery service cost 
approximately 7.1 percent of total postal expenditure, serving more 
than 20 percent of the people of the Nation. 

Mr. Rees. That ought to help you. 

Mr. Corserr. There is one reason the figure loses some of its mean- 
ing to me, and that is because there has been, since 1954, an enormous 
increase in the number of rural routes and an enormous decrease in 
the number of fourth-class offices. 

Mr. Emerigu. Quite the contrary, sir. 

Mr. Corserr. Mr. Stans, what about that’ Did you people issue 
a statement recently about that ? 

Mr. Srans. There have been about 3,000 fourth-class officers elim- 
inated in the last 3 years. 

The Cuatmrman. Rural routes? 

Mr. Stans. The number of rural routes has been reduced by a nomi- 
nal amount. 

Mr. Corsetrr. Then they should not have laughed at me in that 
statement. I was approximately correct. _I had 3 instead of 5. But 
you have cut down a whole lot in 1954 and 1955 in the number of 
fourth-class offices and the number of established rural routes in lieu 
thereof. 

Mr. Emeicu. It may be interesting to note that with the closing of 
the fourth-class oflices, without attempting to justify it in any way 
whatsoever, that the same service is absorbed practically without cost 
in the Post Office Department. 

The Cuairman. You do not have 3,000 new routes in lieu of the 
3,000 post offices closed ¢ 

Mr. Biepsor. There are approximately 500 less routes today than 
3 or 4 yee ago. 

Mr. Gross. Will the gentleman yield? 

Mr. Corserr. I will not yield for just a moment, Mr. Gross. 

This is so fundamental, and what has happened to those routes we 
can get into at another time. But whether you have had a decrease 
in the cost of rural routes is apart from my question. The question 
is: Who should be charged for that particular service, whether it is 
the users of the mail or whether it is national policy? That includes 
fourth-class offices. as well, because there are no fourth-class offices, 
I believe, that could possibly make money, on revenues and expe nd- 
itures. 
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Mr. Emetcn. I think that borders on the policy questions that have 
been raised, as to who should be assessed the cost. But in support of 
the rural delivery service, I would like to repeat that if more than 20 
percent of the American public is being given a complete postal fa- 
cility for only 7.1 percent of the total postal budget, I think it justi- 
fies the service, regardless of how the costs are assessed. 

Mr. Corserr. There is one other question I have. To say a kind 
word for this much-abused third class, do you not believe, if third 
class were eliminated or considerably reduced, that the volume of 
mail handled in fourth-class offices and on rural routes would suffer a 
very serious depletion and possibly the rural carriers and the fourth- 
class postmasters should welcome that increased volume, as it develops 
their first-class mail, parcels and money orders? 

Mr. Emetcnu. Mr. Corbett, this association would be the last one on 
earth to recommend that third-class mail should be eliminated. We 
believe it contributes materially to the entire postal operation. We 
have stated that the abuse of it, and in our opinion it is being abused, 
has created problems. We believe one of the best ways to correct the 
problems is to bring the rates into line. 

Mr. Cornett. Is your complaint against the volume or against the 

rice? 
, Mr. Emeten. I believe they are somewhat related. 

Mr. Corsetr. There is no doubt about that. If we get the price 
up too much, we reduce the volume. 

Mr. Emeicu. Our complaint is the volume, but that is not strictly 
our opinion that there is too much of the mail. It is the volume in 
relation to the rest of the mail, and based on the expressions given 
to us by the patrons who day by day are having their rural mail boxes 
stuffed with circular-type mail which they did not order, do not want, 
and in many instances do not care whether they receive. 

Mr. Corsetr. Those statements sustain about a $15 billion industry. 
That is what they estimate that particular type of mail service pro- 
duces, income taxable for the United States. In other words, I think 
we can be a little rough with this situation. I think it is true, also, 
that while there was a great hue and cry, particularly from the other 
competitors for the advertiser’s dollar, against the use of nonaddressed 
third class on city delivery, it did produce the money for the post 
office. 

Mr. Emercu. Probably you are correct, sir. 

Mr. Cornett. So if it is eliminated, we eliminate revenue. 

Mr. Emeicu. May I state, however, that the people who live in 
rural areas have a hard time understanding why the people in the 
city should be relieved of that stuffing into his mail box, and that the 
farmer should continue to get it. I am not belaboring or arguing the 
point. 

Mr. Corsetr. I would appreciate, and I think the Nation would. 
an explanation of that from the Department. They started the policy 
and terminated it. I am not going to make out any case for that 
particular thing today. Here we are hunting for revenue in the Post 
Office Department. We want to extend the service, everybody says, as 
cheaply as possible. If we are only thinking in terms of the Post 
Office Department and not competing medias, we ought to do what is 
right for the volume in the post office. If we do not have enough 
carriers, we ought to hire some more, shorten the routes, cut down 
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the load limit and so on, rather than eliminate business from the 
country in order to accommodate somebody. I cannot find out who. 

[ yield. 

Mr. Stans. May I say something with respect to a couple of things 
you said? I should have responded when you asked whether anybody 
disagreed about the local 3-cent letter making a profit. I want to be 
sure that you understand that on the principle we are advocating 
here about reallocation of cost, the local 3-cent letter does not make 
a profit. There is another point 

Mr. Corzert. I will accept the gentleman’s criticism, because I was 
dealing with figures prior to the last increase in cost. When you were 
here a year ago, local first class, 1 ounce and under, was making 
money. 

Mr. Srans. That is right, in part. 

Mr. Corsetr. First class, 1 ounce limitation—not local, but out of 
town, nonlocal—was losing money. With the revised figures, I prob- 
ably stand corrected. 

Mr. Srans. There is one other thing I wanted to say, because it may 
influence your calculations on this rural matter. The average revenue 
per piece of mail across the Nation is 3.846 cents rather than 2 cents. 
I cannot positively say that this is the average on a rural route, but 
there would be very little difference in the composition of the mail 
in rural sectors. 

Mr. Corserr. Even if it goes to 3 cents, it still holds with all of 
the additional costs of transportation, handling allowance for cars, 
and everything. I was using a reduced figure. I think my point 
will hold. 

Mr. Srans. Of course I would like to make the further point that 
if our prices are 20 percent low overall, then you run into a circular 
reasoning. Obviously, we show more of a loss in the rural areas as 
well as in the city areas, when our rates are too low. If our prices 
are adjusted to where we think they should be, then the rural picture 
shows up much better, too. 

Mr. Corsetr. In my mind, I have not reached the final answer on 
this. 

Mr. Srans. I am just adding those two thoughts because they were 
not brought out. 

Mr. Corsert. They are very good. But I am reiterating to the 
point of boredom that if you are going to adopt the policy that the 
users of the mail ought to pay their way, you should determine ac- 
curately what paying their way is and not saddle them with costs 
which generate from Federal policy rather than use of the mail. 

T yield to Mr. Gross, 

Mr. Gross. Is it not true that where a fourth-class office was abol- 
ished, ordinarily the rural route was extended or revised to take in the 
service to the fourth class ? 

Mr. Buiepsor. That is true. 

Mr. Gross. That is rather than the establishment of an entirely new 
rural route ? 

Mr. Buiepsor. That is true. 

Mr. Gross. I think that is the answer to the fact that they have 
not been increased coincident with the abolishment of fourth-class 
offices. In my district, I think the first rural station under the new 
program in the State of Iowa was established there in my district, and 
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it has worked out, I should say, very well, and I think perhaps it is 
the answer to the step down from a fourth-class office to rural service 
in many other areas, the establishment of a rural station tied into 
an extended or revised rural route. 

The CuHamman. Mr. Johansen / 

Mr. JoHANSEN. I want to direct an inquiry to my good friend from 
Pennsylvania, and I do not want to take too seriously what was 
apparently a passing remark. I observed when he said—— 

Mr. Corserr. You are doing this at your own risk. 

Mr. JoHANsEN. I will accept the risk. I observed he said that he 
would be willing to vote for an increase in pay for the rural carriers. 
While that is generally extraneous to this hearing, I hope the gentle- 
man can reassure me that he would be willing to do that after he 
has voted to take such action as necessary in the way of rate increases 
to correct the existing deficit to some extent, at least. 

Mr. Corserr. I think I ought to answer it this way, that 1 would be 
very happy to adopt the policy which was foisted upon us a few years 
past, that we pass them simultaneously. 

Mr. Jowansen. Of course, we abandoned that policy when we 
adopted the last pay increase. I want to get caught up so there can be 
adequate revenue, simultaneous to it, before there is any more of a pay 
increase, 

Mr. Corserr. The gentleman and I are in close agreement, as usual, 

The CHairman. Mr. Dowdy ¢ 

Mr. Downy. I believe one of you gentlemen said the number of rural 
routes, to some extent at least, has been reduced in the last 3 years, along 
with the reduction of the number of fourth-class post. offices. 

Mr. Emericnu. That is right. 

Mr. Downy. I thought that must be true. I recall where 3 or 4 post 
offices were discontinued at the same time, and several rural routes 
were involved. When they finally got through they reduced 3 or 4 
post offices as well as reducing the number of rural routes by 3. That 
was all in one place. 

Did I understand you correctly to say that the cost of operation of 
rural routes now is only about 7 percent of the total cost of the Post 
Office Dep irtment ¢ 

Mr. Erion. ‘That is our figure. If they are incorrect, I will ask 
the ge oi ‘man from the Department to correct it. 

Mr. Corserr. What would that amount to in dollars ¢ 

Mr. Dowpy. That is what I was getting to. 

Mr. Emerigu. $191 million plus. 

Mr. Dowpy. I was assuming it would be around $200 million. I 
think with the statement that the postal deficit would run $500 million, 
even if they subsidized by direct appropriations the entire rural 
operation, there would still be a deficit in the Department of some $300 
million. 

Mr. Cornerr. Tlowever, if these new rates were to go into effect, that 
would leave us, then, may ‘be $100 million surplus. 

Mr. Downy. There is a possibility of leaving that much. I sort of 
doubt it. 

The Crirnman. I would like to know what the cost of operation of 


all of your city routes in the United States totals. How much is 
that ’ 
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Mr. Biepsor. | cannot answer that. 

Mr. Stans. $500 million. 

The CHarrmMan. How much are your rural routes ¢ 

Mr. Emeiau. $191 million plus. 

The CHatrman. And you say that serves over 20 percent of the 
people ? 

Mr. Emrien. Over 20 percent. It is about 20 percent. 

The Cuatrman. Mrs. Pfost ? 

Mrs. Prost. No questions? 

The CHarrMan. Any other questions ? 

Mr. Corserr. Twenty-two percent of the people cost roughly $200 
million and the 78 percent cost about $500 million. 

Mr. Biepsor. That includes the direct cost of rural services, too, and 
does not include any indirect cost, such as transportation of mail to 
point of delivery and so forth. 


The Cuairman. Are there any further questions? 
Mr. Dowpy. A city carrier, I know, does not serve all of the people 


not served by rural carriers. "LT have several people in my district that 
have to go to the post office to get the mail. 


Mr. Emeicn. There are many, many people who get their mail from 


post offices, as the gentleman, Mr. Puskar, testified. 

625 people pick up their mail in his office. In large post offices, there 
are exceptionally large windows where large businesses come in and get 
their mail and many, many additional windows where many thousands 
of people get their mail and those charges do not show up in the city 


delivery service. I think it would be a bit unfair to make a comparison 
between 22 percent of the American people and 78 percent of the 
American people. 

Mr. Dowpy. Let us say there are about 4,000 people who want to see 
it delivered and do not have it. So there would be about 4,000 people. 

The Cuarrman. This concludes the witnesses for today. The hear- 
ings will be recessed until 10 tomorrow morning. 

(Whereupon, at 4: 15 p. m., the committee recessed, to reconvene at 
10 a. m., Thursday, March 15, 1956.) 


75403—56——_ 








POSTAL RATE REVISION 


THURSDAY, MARCH 15, 1956 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Post OFrricr AND Crvi. SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuamman. The committee will be in order. The hearings 
will be resumed on H. R. 9228, a bill to readjust postal rates. The 
first witness this morning is Mr. Bernard F. Dickmann, who is post- 
master of St. Louis, Mo. We have had the pleasure of having Mr. 
Dickmann before our committee before when he was the president of 
the National Association of Postmasters, and we are glad to welcome 
you back, Mr. Dickmann. 


STATEMENT OF BERNARD F. DICKMANN, POSTMASTER AT ST. 
LOUIS, MO., AND PAST PRESIDENT OF THE NATIONAL ASSO- 
CIATION OF POSTMASTERS OF THE UNITED STATES 


My name is Bernard F. Dickmann, postmaster of St. Louis, Mo., 
and a former president of the National Association of Postmasters 
of the United States. 

I think that we all agree with the ancient saying that the laborer 
should be worthy of his hire. 

Hlowever, I feel certain that the average postal employee today 
does not feel that this is being taken into consideration. 

It affects his morale to work in a service whose deficit has become 
a national disgrace. Where huge deficits exist in commercial business, 
there is gross inefficiency, and the average citizen, not knowing the 
true facts behind the postal deficit, is inclined to point an unjust and 
accusing finger at the innocent postal empolyee as if he were respon- 
sible. 

It also affects the morale of the postal employee when he realizes 
or is told by irate citizens that our postal deficit 1s 314 times the com- 
bined deficits of all the other postal systems of the free world and 
that we lose more than a million dollars every day our doors are open 
for business. 

Certainly, Mr. Chairman, it is no help to the morale of the postal 
employee to have to work under conditions that are 20 years, at least, 
behind the times and use methods that are 50 years behind the times 
because there are no funds available for modern buildings and modern 
equipment. oes 

I feel we all, as taxpayers and as postal employers, have a definite 
obligation to the half-million fine people who make up our service. 
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We owe them a great deal for the job they have done for us all, and 
we are not, in my opinion, facing up to that debt when we allow the 
United States Post Office to continue to be the most financially ir- 
responsible postal service in the world, and one of the most backward 
insofar as working conditions are concerned. 

I think Postmaster General Summerfield’s proposal to make real- 
istic increases in postal rates and finance the badly needed building 
and modernization program out of the additional revenues is a bril- 
liant and practical solution to both the problems I have discussed. 

I can testify myself to the tremendous improvement in the morale 
of the work force in our St. Louis post office, resulting from the com- 
pletion just recently of a new unit where we have ‘adequate space, 
modern lighting, color and ventilation. In my opinion, the morale 
of our employees in the new Charles Nagel branch is much higher 
than in some of our outmoded units. The net result is greater * efli- 
ciency and reduced costs in this new unit. 

Our main post office was completed in 1937 and this is the first major 
improvement or additional facility since that time. Our receipts 
have grown from $10 million in 1937 to more than $31 million in 1955. 
With such growth of volume, we have not increased our facilities or 
improved them to keep pace, because of inadequate funds. Since 1953, 
through emergency, some improvement was made in conveyor sy stems 
and at the present time some lighting fixtures are being replaced. 
However, the industrial engineers of the Post Office Department 
recommend erection of a new building, to cover a full city block, to 
facilitate the handling of our volume of mail, which would cost about 
$8 million. Whether or not this can be done, of course, depends upon 
appropriations from Congress. 

The city of St. Louis has just passed a $110 million bond issue for 
public improvements, and passed another $114 million bond issue for 
urban redevelopment. They have just last week dedicated a new 
administration building at the airport and have spent over $7 million 
rehabilitating air facilities. We are now the second largest railroad 
center in the United States. Also, St. Louis County just passed an 
$87 million bond issue to keep pace with the growing community. 
These expenditures by city and county government make it evident 
that increased postal facilities in this area are imperative. I think 
the condition prevailing in St. Louis is typical of all large metro- 
politan areas. 

If the Congress passes this rate bill it will restore the Post Office to 
comparative solvency and it will increase the efficiency of the service, 
by providing much needed modern facilities. It will also be a godsend 
to all postal employees who will then be able to hold their he: ids high 
and feel the self-respect that they are entitled to feel. 

Thank you very much. 

The Cuarman. Are there any questions? 

Mr. Lestnsxt. Mr. Dickmann, you mentioned the need for facilities. 
I concur with the gentleman’s remarks which are quite correct. On 
the other hand, would it not be true that, if Congress appropriated 
the right sums of money to build the facilities the gentleman has 
mentioned, the going rate would be 214 percent, and the amounts 
borrowed to build facilities and the purchase of these facilities some 
time ago cost 414 percent? 
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Also, the Department is spending for a post office what might be 

$5,000 monthly on a lease basis, which is costing the Department huge 
sums of money every year. If we, the Congress, appropriated the 
necessary sums to purchase these buildings, or to build them, which- 
eve: it-might be, the cost to the Department would be in the millions 
of dollars less, actually, than the operating expense. 

Mr. DickMANnN. Congressman Lesinski, the only thing that I have 
in mind, on account of the crowded conditions of our main post office 
building, is that there is a consideration given to change that condi- 
tion. That is under consideration by the industrial engineers of the 
Department at the present time. What their program for raising 
the money is, I do not know. 

Mr. Lestnsx1. Mr. Dickmann, you have the same situation we have 
in Detroit, and Dearborn, and, as a matter of fact, all over the whole 
country. I know it is true in Denver and everywhere. I appreciate 
your answer. Thank you very much. 

Mr. Moss. Mr. Dickmann, as to this question of facilities, certainly 
I believe we all recognize that they are, in many parts of the country, 
at least, shamefully. inadequate. I recall visiting the operation at 
Denver in the middle of winter, when men were sorting mail outside. 

Mr. Dickmann. That is right. 

Mr. Moss. But, is it not also a fact that at the moment if the 
Department were producing revenues twice what the outgo might be, 
it would still require specific congressional authorization for any con- 
struction program, both the authorization and the appropriation? 
It is not at the moment—— 

Mr. Dickmann. You mean for the appropriation of funds? 

Mr. Moss. Yes, that it is not now the policy, nor historically has 
it been the policy, to relate construction programs to whether or not 
there is a surplus or a deficiency in the revenues of the Department ? 

Mr. DickMANN. Well, Congressman Moss, the only way I can 
answer that to you would be that under General Summerfield there 
has been such an incentive for the improvement of the facilities that 
we have to operate with. As far as the funds are concerned, it is only 
natural that there must be some consideration in asking for the pas- 
sage of this bill to improve those conditions. Now, whether that 
is in the construction of a building or not, I do not know. That is 
not for me to say. 

Mr. Moss. Well, I am not taking any exception to the program 
which has been initiated by the Postmaster General. I think it has 
been an excellent program, within the limitations imposed, of revamp- 
ing and modernizing some of the facilities in the Department. But 
J think the question we have here is one of rates, whether or not the 
requested rate increase is an equitable one, whether it is justified. 

Mr. Dickmann. I say it is very inequitable at the present time. 

Mr. Moss. You probably have had considerable experience in the 
postal service. 

Mr. Dickmann. We have had a lot of experience with it. The story 
has been told by other men from the Department relative to whether 
the Post Office makes any money. They do not make it. There has 
not been any increase in rates, I guess, in most of it, since 1932. 

Mr. Moss. Do you feel that the services which by law are free are 
clearly intended to be subsidized? I am thinking of some of the 
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preferential rates of mail and the free mail to the blind, and free-in- 
county mailing privileges for certain newspapers. Do you think that 
the costs of those services are properly allocated to the Department or 
do you think that they should be charged against the general revenues 
of Government? In other words, should the Post Office Department 
be burdened and credited with a deficit for services which clearly, 
under the intent of law, were designed to be free or in the main 
subsidized ¢ 

Mr. Dickmann. That is a matter for Congress to answer. 

Mr. Moss. In your judgment, is it fair that you do it for nothing? 

Mr. Dickmann. It is not a revenue-producing office, but it should 
pay its way. 

Mr. Moss. Let us take just one item. That is free mail for the 
blind. ‘That is a matter of the clear policy of the Congress, and I 
assume it reflects the policy of the American people. We grant that 
service free. Should it be charged against the Post Office Depart- 
ment or against just the users of the services of the Post Office De- 
partment, or should it be charged against the broader revenue base 
of the Federal Government because it is a public policy to grant the 
free service? 

Mr. Dickmann. If my memory serves me right, I do not believe in 
the presentation of this bill that any of the matters such as the blind 
and those things are going to be affected. It is the larger publications. 

Mr. Moss. I am not inferring that they are affected in the bill. Iam 
asking for your judgment on the matter. 

Mr. Dickmann. I think that service should be given by the Post 
Office Department. 

Mr. Moss. Would you feel it is properly a charge against the De- 
partment, and its users, or is it a charge against all of the taxpayers? 

Mr. Dickmann. I would say, I am not in a position to answer that. 
[ think it should be charged against the Department as a service. 

Mr. Moss. Well now, we look upon the Department as a business. 
Ido you know of any business that as a matter of policy grants sub- 
stantial free services ? 

Mr. Dickmann. Not offhand, I would not know. 

Mr. Moss. I am interested in the need for some policy determina- 
tions by the committee as a basis for setting of rates and for the proper 
allocation of costs. I am just wondering if in this operation we call 
the Post Office Department we have not ‘saddled it with quite a num- 
ber of charges which should not be there, and should not be called 
deficits. They represent substantial public services and they should 
be financed on that basis. 

The Cuatrman. I agree with the gentleman, that those charges 
should not be borne by the users of the mail. That should be borne by 
the general taxpayers. But putting aside all of those charges, this 
bill still would not bring enough revenue to pay off the rest of the 
deficit. Now, you keep t: alking: about free mail for the blind. That 
is Just $1 million a vear. 

Mr. Moss. Of course, there are some other questions of policy, Mr. 
Chairman, and I was just taking one thing at a time here. I think 
that we can get into the second-class mail or the third-class Sa either 
one of them. It is contended, and certainly on the basis of cost allo- 
cation it is indicated, that there is a substantial underwriting of those 
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costs either from the public funds—and that certainly is the case at the 
moment—or they would have to be underwritten from other users of 
postal service. Now, it is about 83 percent loss at the moment on 
second-class mail. Is it proper to alloc ate all of the 83 percent against 
other users of the mail, or if there is a public policy involved would it 
be more appropriate to : ‘allocate part of those charges, at least, as a clear 
public service, against the broader revenue base of the entire Federal 
Government ? 

Mr. Dickmann. Well, I do not have the bill before me, and I do not 
know what the breakdown is. Possibly you gentlemen could enlighten 
me on that. 

Mr. Moss. The breakdown of the bill is not to increase it even to the 
level of the recommendation of the committee established within the 
Department. The committee recommended that perhaps 50 percent 
of the cost should be met by other users of mail, and 50 percent by the 
users of second-class itself. The rate proposed in the legislation does 
not bring it up to that level. 

Mr. Dickmann. I concur in the recommendation of the Postmaster 
General on the bill as it is written at the present time. 

Mr. Moss. I am not asking that question. I have not at any time. 
I am merely asking you if you feel that there is a policy there which 
should be determined, a determination by this committee as to how 
much public service it intends should be part of the second-class rate ? 

Mr. Dickmann. That might be worthy of study by the committee. 

Mr. Moss. But you have no opinion on it ? 

Mr. Dickmann. I have no opinion on it. 

Mr. Moss. Thank you. 

The Cuatrman. Are there any other questions? 

Mr. Davis. Mr. Dickmann, your statement seems to be largely de- 
voted to the need for addition: ul facilities. Is it your thought that 
the rate bill would bring in sufficient funds to balance the Post Office 
Department deficit, and leave additional funds to provide for the con- 
struction of facilities ? 

Mr. Dickmann. I believe that in the first place there should be some 
equality of the rates. As to the construction, I know what St. Louis 
needs, and I know what the metropolitan cities need in terms of ex- 
pansion. That matter is under study by the Post Office Department 
now. Iam hopeful that there will be enough revenue to improve the 
facilities in St. Louis. 

Mr. Davis. It is pretty accurately determined what this bill would 
bring in; is it not? It is also pretty accurately determined what the 
deficit is. My understanding of it is that it would do pretty well even 
to balance the budget, and that there would not be any money left 
over for the construction of facilities. Is that your understanding of 
it? 

Mr. Dickmann. Congressman Davis, I know that they are making 
some improvements now, since 1953, in the St. Louis post office. So 
there have been some funds found available for that purpose. I am 
hopeful that in the culmination of this bill there will be enough money 
available to improve our overall facilities. 

Mr. Davis. Well, do you think that there is a chance of that being 
done with the money that would come in from this bill ? 

Mr. Dickmann. I am hopeful that it will. 
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Mr. Lesinskt. Mr. Stans might be able to answer this. What is the 
exact figure or percentage of the preferential treatment of mail for 
the so-called blind and veterans and charitable or ganizations? 

The Cuatrman. The total cost of it? 

Mr. Lesrnskr. Yes. 

Mr. Stans. The preference in the rate—some mail for the blind has 
a low rate and some is free—the preference in the rate as against the 
rate they would otherwise pay for that mail is $915,000 a year. 

Mr. Lestnskt. But that is only one. I am talking about the total 
of all of the organizations receiving such treatment. 

The Crarrman. You are talking about free-in-the-county mail, and 
sO On, 

Mr. Stans. All of the discounts granted by specific provisions of the 
law amount to approximately $26 million a year. Of that, $14 mil- 
lion is on books, as compared with the parcel post rate. 

Mr. Lestnsxr. We take off $14 million of the $26 million ? 

Mr. Stans. That leaves special-privilege rates given to the blind 
and the Armed Forces, and to third-class mail, and to second-class 
mail, and the Pan American Union and the free in-the-county mail, 
and all of the rest, including library books. 

Mr. Lestnsxr. If you take the total cost of second-class mail and 
third-class mail, and take off $12 million, it will give us the actual 
figure of what those people should be bearing ? 

Mr. Stans. I do not think that that is quite the way to put it. The 
S12 million is the rate differential granted to these people as com- 
pared to what the other people pay. 

Mr. Lestnsxr. I realize that. What I am trying to determine is 
that at 100 percent of cost of bearing of second-class mail, that total 
is how much? 

Mr. Srans. 100 percent of the cost? 

Mr. Lestnskt. Yes. 

Mr. Stans. That is $298 million. 

Mr. Lesinsxt. The figure I had was $225 million deficit. 

Mr. Srans. That is the deficit, and the revenues are about $65 mil- 
lion. There is a $233 million deficit, and $298 million total allocated 
cost. 

Mr. Lestnskt. How much is the revenue ? 

Mr. Srans. $65 million is the revenue. 

Mr. Lestnsxr. That is $295 million, and roughly $12 million for 
these discounts. In other words, there is $285 million that we should 
be striking for to increase second-class mail. 

Mr. Srans. I would prefer to suggest that you do it the other way, 
by adding the $12 million to the $65 million, and you will get the total 
revenue potential of second-class mail if they all paid the going rates 
at this time. 

Mr. Lestnsxr. That is correct, but this is again a preferential treat- 
ment given to these individuals in various groups and Congress should 
decide whether they should pay the full going rate or appropriate 
$12 million. 

Mr. Srans. That is right. 

Mr. Lestnsxr. Thank you, Mr. Stans. 

Mr. Creperserc. Congress has already decided that. 

Mr. Lestnskr. They “have decided they should get a discount rate, 

but the Post Office Department is using that as an argument as to 
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the fact that they have to have additional funds. On the other hand, 
the people that come in here testify not to have additional rates used 
for the purpose of saying, “Well, we are bearing the various costs of 
other organizations.” I am trying to determine what the figure is. 

The Cuarrman. You do not mean the second-class mail users are 
contending that; do you? 

Mr. Lestnskr. I have had it in 1951 and 1953, and it is going to 
come up again; that is why I want to pinpoint that figure of § $12 
million. 

The CHarrmMan. You can see how much loss there is in second-class 
mail right today. 

Mr. Crepersere. The simple fact is that Congress has already de- 
cided that these particular classes should receive preferential treat- 
ment now, and there is nothing in this bill that is going to change 
that at all. The only thing that we are trying to do is to make those 
that are receiving treatment other than the preferential treatment pay 
their way a little bit more. 

Mr. Lestnsxr. That is correct, but I am trying to determine what 
is the exact cost in second-class mail to the Department. 

Mr. Creperserc. I do not see why that should have anything to do 
with it. It should have some effect on our determination, but 1 do not 
think it should be any determination as to what a magazine publisher 
ought to send his mail through the mails for. 

Mr. Lestnsktr. It is subsidized to the tune of $225 million and it is 
not fair to the rest of us. 

Mr. Downy. As I understand, what you are trying to establish—and 
I remember this in former hearings, too—is that the magazine pub- 
lishers claim that they are not responsible for so much of this deficit: 
that these others are responsible for it, and you are showing how 
much they are actually responsible for. 

Mr. Lesrnsxt. That is $12 million, and that is what I am trying to 
pinpoint. 

Mr. Downy. Apparently they were trying to leave the impression 
with us heretofore that the big part of the $232 million, or whatever 
it was, was these free services. 

The CHarrman. Of course, the $12 million should not be charged 
up to the users of the second-class mail. It should be set aside just 
as a contribution by Congress, and not charged to the use of the mails. 
Furthermore, it has never been the contention of this committee or 
any member of it that funds for the construction of new buildings 
should come from postal rates. It has been the policy that appropria- 
tions are made directly by Congress for the construction of new post 
office buildings, and that they should continue to do so. Never have 
we contended that we should raise the rates so as to give us money to 
put up new buildings. That is not proper. 

Mr. ALEXANDER. ‘Let me ask one question in regard to that $12 mil- 
lion. That did not refer only to second-class mail; did it? That is 
all preference. 

Mr. Srans. That is the point I would like to make. Only $3 mil- 
lion of it refers to second-class mail, and $6 million refers to third-class 
mail, and the balance to first-class mail and others. 

Mr. Downy. Is that right now? Does not free in-the-county service 
exceed $2 million? 
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Mr. Srans. If the free in-the-county mail paid the going rate for 
that mail, it would only pay $839,000. 

Mr. Dowpvy. I remember that now. I was confused with some testi- 
mony 2 or 3 years ago that to pay its way would require about $13 
million. 

Mr. Srans. Its full allocated cost is $13 million. 

Mr. Dowpy. I had those two figures confused. That is right. 

Mr. Gross. I had just one question. Mr. Dickmann, in your state- 
ment you say that citizens are irate because our postal deficit is 314 
times the combined deficits of all of the other postal systems of the 
free world. Are you prepared, or is anyone else here prepared, to 
say that our subsidization of foreign economies to the extent of some 
$60 billion since the end of the war has not helped them balance their 
postal deficits? 

I have just obtained information to show that the British balanced 
their budget out of American counterpart funds. I do not like that 
argument at all, and I do not believe it is a good argument, without 
regard to the merits or demerits of the bill before us. 

The CuHatrman. Let us not get in the field of foreign aid. We have 
enough here before us now. 

Mr. Gross. The gentleman indirectly referred to it in his statement. 

Mr. Lestnsxr. Mr. Gross, if you will yield, of course the postal 
employees on Formosa make four deliveries a day and they are getting 
a lot more money than the postal people do here. Proportionately, 
their salaries, with respect to the rest of the population on Formosa, 
are a lot higher. 

Mr. Gross. I expect we are keeping Formosa going to the tune of 
a good many hundred million dollars a year. 

The CuatrmMan. We are trying to save Formosa for our own salva- 
tion, too. 

Mr. Lestnsxt. I appreciate that. 

The CuatrmMan. Thank you very much, Mr. Dickmann. 

I think Mr. Raymond V. McNamara, the postmaster of Haverhill, 
Mass., is here today. 


STATEMENT OF RAYMOND V. McNAMARA, POSTMASTER, HAVER- 
HILL, MASS.; AND IMMEDIATE PAST PRESIDENT OF THE NA- 
TIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED STATES 


Mr. McNamara. My name is Raymond V. McNamara and I am the 
postmaster of Haverhill, Mass. I have the honor of being the imme- 
diate past president of the National Association of Postmasters of the 
United States. In this latter capacity it was my privilege to visit every 
State meeting with postmasters of all kinds and visiting their post 
offices. 

Mr. Chairman, we have a wonderful postal service filled with won- 
derful people, but the physical condition of much of the postal facili- 
ties of this country is a disgrace to this our great Nation. In the 
greatest and most powerful nation in the world, the conditions are 
incredible. 

I believe the Postmaster General is being modest in his figures when 
he says we need 3,500 new postal buildings, or that we need to mod- 
ernize 2,500 other Federal buildings with postal facilities, or that we 
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need to spend $350 million more in new equipment, modern lighting, 
air conditioning, and deferred maintenance. 

I think the estimate of $780 million needed for this 5-year pro- 
gram is a rock-bottom figure. 

Employees are loyally performing a Herculean task of moving the 
mails and they are doing it under physical conditions that would never 
be tolerated in private industry. 

We all know that this desperately needed building and moderniza- 
tion program cannot be financed out of postal revenues under the 
present rate structure. Certainly such a program could not be at- 
tempted if it meant adding another $100 million a year to the $500 
million deficit predicted for fiscal 1956. 

The only alternative, as I see it, Mr. Chairman, is to grant the 
modest rate increase that the Postmaster General is seeking and finance 
the program out of the additional revenue. 

This would result not only in a more efficient postal service but it 
would follow the dictates of common humanity, for as long as work- 
ing conditions are what they are in the field—and they are deteriorat- 
ing every day—the United States Government in general and the 
United States Post Office in particular cannot be regarded as a humane 
employer of its 500,000 postal workers. 

Thank you very much. 

That is my statement, Mr. Chairman, and I would like to state 
that the situation in my own office in the city of 50,000 population, 
where the office is very crowded, where the revenues have increased 
greatly—I doubt if there is a penal institution in America that has 
the outmoded lighting system that we have there in that particular 
office. Yesterday we had a light reading taken in that office, and 
the existing average of light in foot-candles is 3 to 5 foot-candles, 
where the minimum requirements of the Illuminating Engineering 
Society is from 30 to 50. That is the measurement in foot-candles. I 
have pictures here that might indicate something of the lighting con- 
ditions in that office, if you | would care to look at them. I know it isa 
little outside the purpose of what the committee is concerned with here, 
which is mainly postal rates. 

The Cuamman. We realize that many buildings are in deplorable 
condition, and there is a crying need for improvement of facilities. 
But we are here trying to consider proper rate increases that would 
tend to wipe out part of this defic it, and we are not discussing the con- 
struction of new buildings or the money for modernizing or improv ing 
the buildings because all of those funds must come from Congress 
through direct appropriations and may not be charged to the mail 
user. This bill does not do that. 

Mr. McNamara. I am rather moved with this thought, Mr. Chair- 
man, that perhaps if we were able to remove the deficit the Con gress 
might then see fit to spend a little bit more money in modernization 
and ventilation. 

The Cuairman. I think that would be true. 

Mr. McNamara. That is our purpose. We have come here now 
for many years in advocacy, as you know, of increased postal rates. 
The program of the Postmaster General does not differ very much 
from that of see General Donaldson, who made the same 
plea, and through the years we have faced this continual deficit. It 
seems to me that some ao the Congress, and I am sure the American 
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people, must face up to the fact that this service ought to pay its 
way. It ought to begin to pay its way, anyway. 

Mr, Auexanver. Mr. McNamara, is it your feeling that the rates 
ought to be sufficient to take care of a new building program and 
the maintenance of the buildings as they are? 

Mr. McNamara. It is obvious that this bill would not do that, 
Congressman. 

Mr. ALexanper. That is true, but as a matter of philosophy do you 
feel that way ? 

Mr. McNamara. I think over a period of years, that the moderni- 
zation is very much in order. New buildings, perhaps, should be 
built. 

Mr. Auexanver. I am for getting our postal facilities in order, and 
getting them in first-class condition. I think we all realize the need 
of it. But should the rates on mail be sufficient to pay for the physical 
facilities along with the delivery service involved in carrying the mail, 
or should that be paid by other appropriations and out of the general 
funds for the building of buildings ¢ 

Mr. McNamara. I think _ is quite obvious that it would have to be 
paid out of other funds. I doubt very much if we could get enough 
out of postal revenue, ever, to build new buildings in the amount that 
is needed. 

The Cuarrman. I do not think that the users of the mail should have 
such a burden put on them. All I am interested in is trying to raise 
enough money to pay off part of this deficit, and then let ‘Congress 
make direct appropriations for the new buildings and for moderniza- 
tion of present facilities. That is a separate matter. But this bill, 
itself, will not raise enough revenue to take care of the present deficit. 

Mr. McNamara. It will not. 

The Cuairman. That is, aside from the buildings and the need for 
new buildings. 

Mr. McNamara. We think, Mr. Chairman, that if we could get rid 
of the postal deficit that the Congress might then be in a mood to give 
to the Post Office Department some of the reforms as far as buildings 
are concerned that have been too long delayed. I think we all agree 
with that. 

The Cuarrman. What do you think is the attitude generally of the 
users of the mails now in your city, especially those who use the mails 
extensively and who are large contributors to mail receipts? Do you 
think that they generally favor an increase and think there should be 
an average increase in these classes of mail ? 

Mr. McNamara. I just want to state, frankly, I have not talked to 
the large users of the mails. However, it seems to me that with all 
of the publicity that has been in our local papers, talks at Rotary and 
service clubs about the problems of the Post Office Department and its 
deficit, which has received wide publicity, and the comments they make 
are these: “Tell me what has happened to the postal service that makes 
this terrific deficit.’ 

We have explained that to them, and in no instance, I will say that, 
while they have not come out and said, “I wish you would go before 
the Congress and say I am in favor of higher rates,” in no instance have 


they ever showed any inclination not to pay the increased rates that 
have been suggested. 
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The Cuamman. Could I ask Mr. Dickmann the same question. 
What do you think of the attitude of the large users of mail in St. 
Louis there, with reference to adequate and fair increases in postal 

rates ¢ 


STATEMENT OF BERNARD F. DICKMANN, POSTMASTER AT ST. 
LOUIS, MO., AND PAST PRESIDENT OF THE NATIONAL ASSOCIA- 
TION OF POSTMASTERS OF THE UNITED STATES—Resumed 


Mr. Dickmann. For the information of the committee, there was 
a letter to the people—a comment in the St. Louis Globe-Democrat 
in which they asked these people, and out of 14 letters there were none 
that were opposed that I saw, that were opposed to this increased rate, 
a city the size of St. Louis. I have not heard of any major complaints 
against the raise in the rates of postage. They cannot understand 
why we have not done it a long time ago. Everything else has gone 
up since 1932 outside of the postal rates. 

You take the large magazines, they have all increased the cost of 
the magazines and they have increased the advertising, but they have 
not done anything to increase the postage rates. That is the most 
important part of the whole facility. If we do not deliver the mail, 
they cannot operate. That is the purpose of speaking as we are on 
improvements, in trying to get more modern facilities to operate. 

Following Mr. McNamara’s statement here about the buildings, if 
there were buildings built and there is not any appropriation from 
Congress—if these rates are allowed, the rental for these buildings 
built by private owners can be paid out of the general revenue. We 
can improve our facilities. 

Mr. Gross. Could I ask Mr. Dickmann a question ? 

Mr. Dickmann, you say that the St. Louis Globe-Democrat asked 
for letters from the public? 

Mr. DickMann. They wanted to know what they thought of the 
postal rates, and they had those comments. There were about a dozen 
letters about a week or two ago. 

Mr. Gross. And out of that what happened ? 

Mr. Dickmann. There was no criticism on the raise of postal rates. 

Mr. Gross. What is the circulation of the Globe-Democrat? Is it, 
probably, 200,000 a day ¢ 

Mr. Dickmann. I would say the Globe-Democrat would be better 
than 200,000 circulation, 200,000 or better. 

Mr. Gross. And they had a 14-letter return ? 

Mr. Dickmann. I am talking about the number of letters that came 
down. They run these columns, the question-and-answer interviews, 
in their paper. Maybe they do not publish all they get, I do not know. 
But there were about 14 in there. 


STATEMENT OF RAYMOND V. McNAMARA, POSTMASTER, HAVER- 
HILL, MASS.; AND IMMEDIATE PAST PRESIDENT OF THE NA- 
TIONAL ASSOCIATION OF POSTMASTERS OF THE UNITED STATI S~ 
Resumed 


Mr. Moss. I am interested in your reaction to the matter of policy 
on these rates for various classes of mail. Do you think it is a proper 
policy to take the 83-percent loss incurred on second-class mail and 
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put it back and make it a charge on other users of the mail in its en- 
tirety‘ Does that reflect a public policy which should not be regarded 
as a deficit of postal operations but as a proper charge for public 
service ? 

Mr. McNamara. As I remember, Congressman, before the recent 
pay increase, I think we got 214 cents a pound for second-class mail. 
I think the figures of the Department show something about 111% 
cents to process it. Now, the demands they are making or asking of 
2 increases, of 15 percent, certainly will never reach and take care of 
the tremendous deficit of a quarter of a million dollars. 

Mr. Moss. That is not my question, Mr. McNamara. I am quite 
familiar with the bill and what is proposed. My question was to 
get your opinion as to whether all of the excess cost over revenue in 
second-class should in effect be made a charge back against first-class, 
and that is the only class that could take on the burden. 

Mr. McNamara. I should like to see each class pay a fair rate, Mr. 
Congressman. 

Mr. Moss. There is then a policy which we should tackle and decide. 
Let us take third class; we were told when it was established the rate 
accounted for 98 percent of the cost. I think it is proposed in this bill 
to bring the rate back up to a level of about 75 percent of the cost. 
Now, if the action of Congress in 1926 (1 believe that was the year) 
was that third-class rates reflected 98 percent of the cost, if that was 
the determined policy of the Congress, then this rate increase should 
bring it back to 98 percent of the ‘dollars of cost. If we are going to 
adopt this bill we are putting the policy at 75 percent of the cost. 

Do you not think that we should make a clear determination of 
policy as to the percentage of cost which would be required to be 
paid by the user himself and then make some determination as to the 
allocation of the deficiency, either against the general revenues of 
Government or against the other users of the mail ? 

Mr. McNamara. Congressman, you make a very interesting point, 
and I am not competent or capable to answer it except to say this: 
Whatever method this committee and the Congress adopts that will 
remove his deficit will be highly satisfactory to the postmasters of 
America. 

Mr. Moss. You have been in the Post Office Department, I think, 
for a period of 17 years. Do you find that first class always gets the 
preferential treatment? Is there not a substantial volume of second- 
class mail receiving a high degree of preference ? 

Mr. McNamara. In an office of my sort, Congressman, first-class 
mail gets, of course, the preference. Then we get into the new spapers, 
which are important. They have some time value. Then we get into 
the advertising. We take them in that order. 

Mr. Moss. That again does not answer my question. It has been 
brought to my attention that, for example, certain publications which 
are very popular are handled with the same degree of preference as 
first-class mail. 

Now let me add that from personal observation—this was an aca- 
demic question when we had the hearings 3 years ago, and I was 
here—but I have made it my business to do a little visiting in the in- 
terim and from personal observations I know that there is a high 
degree of priority given to certain items of second-class mail. Is that 
not true? 
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Mr. McNamara. There may be, I do not know. You seem to know 
about it. If we get in a leading magazine in the post office, the pub- 
lisher sometimes determines what day that will be delivered. 

Mr. Moss. What is the schedule of it? 

Mr. McNamara. You cannot give it the preferential treatment 
that first-class mail would get because you would be violating what 
the orders of the publisher are. 

Mr. Moss. Or you could by the same token, if that determination 
is made by the publisher, give it a super priority if it arrived in your 
office about the time when it was to be distributed, could you not ; 

Mr. McNamara. I would say this, Congressman, if it is at all pos- 
sible after we get out our first-class mail, if it is possible to take care 
of that second- and third-class mail, we do it. ( Yertainly, there is 
no point in letting it lay there if we are able to sort it and if the 
carriers are able to take it out. In many instances they do. 

Mr. Moss. I think that we are fencing. 

Mr. McNamara. I do not want to fence, Mr. Moss. 

Mr. Moss. In talking just off the record with some postmasters, 
I have gotten the same reaction, and I just wanted to find out what 
your reaction was. 

Mr. McNamara. My statement is that there are many instances 
where second- and third- class mail, which arrives during the night, 
goes out eas the first-class mail because they are able to handle it, 
and there are times when we have to delay it. 

Mr. Crereiua. Is the gentleman critical of the situation that if the 
first-class mail, by law entitled to preferential treatment, receives it, 
and there is availability of manpower and the desire of the postmaster 
is to get rid of second- and third-class mail, that he should be criticized 
for giving it that preferential treatment or getting it off his floor ? 

Mr. Moss. The gentleman is neither naive nor a fool, and, of course, 
I am not critical. I want to establish the point—— 

Mr. CretTetia. What is the criticism then as to the feasibility and 
the wisdom of a postmaster dispatching his mail if he has manpower 
to do it? 

Mr. Moss. That is not the point that I have been making. 

Mr. Creretia. Yesterday you were critical 

Mr. Moss. When we talk of preferential treatment and if we say it 
is accorded only to first class, it does not accurately reflect the facts. 
There are certain publications which do in -fact receive an equally 
preferential treatment although they do not pay a first-class rate. I 
am not even critical of that. I think it is important here, however, that 
if we are going to say that this entire second-class deficit should be 
absorbed by the first-class user we not do it entirely on the basis of the 
first-class as the only one receiving a preference. 

Mr. Crereiia. Were we not told yesterday by another witness that 
if they had the manpower to distribute second- and third-class mail, 
and it did not get into the overtime workload of a night shift where 
premium pay was allowed, they would dispatch the mail? 

Mr. Moss. I 

Mr. Creretia. You cannot be critical of the Post Office Department 
in desiring to get rid of the mail on the one hand, and then criticize 
it for holding it up on the other hand. 
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Mr. Moss. I have not criticized them. I would not have the record 
show that I am criticizing it. I am trying to establish certain facts. 
That is all I am trying to do. It would be ridiculous to assume that 
as a matter of scheduled operations you would not use every available 
man to move every piece of mail regardless of danni wd it out 
just as quickly as you possibly could. 

Mr. Ceprerperc. As a practical matter, we could not do anything 
substantial about the postal deficit unless we take first-class rates into 
consideration. You could not put it all on second- and third-class even 
if you wanted to. It would be prohibitive. So we have to do some- 
think about first class. And inasmuch as first-class mail is 75 percent 
business mail, I am not going to sit here and subsidize big business, 
which we have heard so much about, by my constituents’ tax dollars. 
it seems to me that we have got to consider first class, and I would like 
to ask Mr. McNamara a question. 

When they raised the penny post card to 2 cents, did it cause much 
concern in your post office ? 

Mr. McNamara. No, it did not. The Department can give you the 
figures, but it seems to me our sale of 2-cent postal c ards gradually 
increased over the 1-cent ones. 

Mr. Creperserc. Did you have any major complaints from your 
patrons? 

Mr. McNamara. I have heard none, not one. 

Mr. Crepersere. I was talking to some of my colleagues yesterday, 
just by way of observation, and if I recall correctly— “and T was not 
here at the time, in the Congress—they passed the increase from 1 to 
2 cents on post cards in an election year, prior to the election. There 
was some worry about it. Everybody seems to get — when they 
put an extra penny on a post card. But it faded a uy and no one 
even considered it. I think personally that that same dtustien would 
happen as far as first-class mail is concerned. 

Mr. McNamara. I think so, too. 

The Cuarrman, Are there any other questions? 

Mr. JonaANsEN. Just to clear up one point, as I understand it from 
what has been said here, the new construction by the Government of 
post-office facilities would not be financed out of the revenues we are 
talking about here. 

Mr. McNamara. That is true. 

The CyHarrman. That is entirely correct. You would not get 
enough revenues out of this bill to pay off the present deficit each year. 

Mr. Jouansen. On the contrary, however, these revenues do finance 
money spent for rentals of pr operty, and might therefore encourage 
and add opportunity for private capital to build facilities that would 
be rented. So to that extent this program would contribute to new 
and additional facilities. 

Mr. McNamara. That is an excellent point. 

The CHarrRMAN. Thank you very much, Mr. McNamara. 

The next witness is Mr. James C. Black, the alternate member of the 
Post Office Advisory Board, who desires to present a statement of Mr. 
Charles M. White, the president of the Republic Steel Corp., of Cleve- 
land, Ohio. 
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STATEMENT OF JAMES C. BLACK, ALTERNATE MEMBER OF THE 
POST OFFICE ADVISORY BOARD AND AN OFFICER OF THE 
REPUBLIC STEEL CORP., CLEVELAND, OHIO 


Mr. Buacx. Mr. Chairman and members of the committee, for the 
record my name is James C. Black, and I am reading a statement of 
Charles M. White, president of Republic Steel Corp., Cleveland, Ohio, 
and a member of the Post Office Advisory Board. 


Mr. Chairman and committee members, I have followed the financial problems 
of the Post Office very carefully since being appointed to the Post Office Advisory 
Board. 

It has been my feeling from the beginning that the post office is rendering a 
service just as valuable, for instance, as the telephone system and that the postal 
rates should be sufficient to carry all charges. From my best information, in 
virtually all foreign countries the post office is on a completely paying basis. In 
many cases their rates are higher than the rates charged in the United States. 

It has seemed improper to me that some of the large periodicals which carry 
an immense amount of advertising should enjoy a postal rate which is not self- 
supporting. 

I am, therefore, here today to make a plea for fiscal responsibility in govern- 
ment. There has been a great deal of controversy in newspapers, magazines, 
radio and television concerning a proper level of postage rates. 

From the point of view of the business community there is only one proper level 
and that is the level which provides sufficient revenues to enable the post office 
to provide reasonable service without asking the taxpayer to pick up part of 
the bill. 

I am particularly concerned with letter rates of postage because this is the 
postal service which is most widely used by all business, large or small. 

There has been a great deal of talk about “profit” in first-class mail. It is 
a remarkable thing, this talk about “profit” in an operation which is expected 
to lose $440 million this year and to suffer even greater losses next year. It 
appears that this talk about profit is based on cost figures published by the 
Post Office Department itself. 

There is no secret about the cost to the post office of handling first-class mail. 

I raised this question with postal officials: On the basis of those published 
costs, do you or do you not show a profit on this letter? 

I was told there was not only no profit but an actual loss on every such letter 
handled. The average cost of handling a letter in the mails was 3%o cents in 
1955. And the post office got 3 cents for doing this job. But that is not all. If 
all the recent cost increases had appeared in 1955 cost figures, I am told that the 
cost per letter would have been closer to 3449 cents. 

In other words, there was an actual loss of about 449 of a cent on every letter 
moving through the mails bearing a 3-cent stamp, and, ladies and gentlemen, last 
year there were literally billions of such letters. 

There is no doubt whatever in my mind that at 4 cents the volume of your letter 
mail service would remain at exactly today’s levels. 

This question of profit or loss on postal service can be a particularly irritating 
one to you gentlemen. The situation in 1932 was very similar to that which pre- 
vails today and yet in 1982 Congress saw fit to raise postage rates by exactly 
what is asked in this bil!—1 cent per ounce. The inference that Congress was 
overcharging the people on the basis of cost ascertainment published reports is 
unrainkable. 

What people are willing to pay for a product or service depends on its value 
to them. That is the crux of the entire problem. There is no doubt in the mind 
of any businessman that values which prevailed in 1982 are far too low in 1956. 
Why there are hundreds of homes in my community built in the thirties which 
have a higher valuation today than they did at the time they were constructed, 
even though they may well be 20 years old. If for no other reason than the 
decline in money values, an increase to 4 cents an ounce on letter mail is justified 
today. 

There is another thought which comes to mind when we talk about the cost of 
letter mail. I have asked postal officials a number of questions concerning the 
cost of giving prior service to letter mail and I have been informed that these 
costs do not appear anywhere in published cost ascertainment figures. What 
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these costs might be I am not prepared to say but when one talks of the cost 
of letter mail service it is incorrect and misleading to cite cost ascertainment 
figures as the full cost. 


Preferential service costs money. It means that for every customer who gets 
favorable treatment another customer gets less favorable treatment. It is only 
natural that those who receive less favored treatment should demand a lower 
price. Commonsense indicates that if those who receive deferred service pay less 
the difference must be made up by those who receive preferential service. 

I see no reason why all the taxpayers should subsidize the users of our mail 
service. Let each user pay the cost of the service he receives. If that is done, 
the enormous postal deficits may well become a thing of the past and we will 
take another long step toward solving our Federal budget problems. 

The Cuarrman. Thank you, Mr. Black. Are there any questions 
of the witness / 

Mr. Atexanper. Mr. Black, do you believe in the cost ascertainment 
system as used by the Post Office Department ? 

Mr. Brack. I am not thoroughly familiar with their cost ascertain- 
ment procedures, but I would say this: It is in capable hands, and their 
cost ascertainment figures should be accurate. We use the same system 
of cost ascertainment in our own industry. If we find that a product 
is not showing a profit or is not earning its cost, we immediately have 
our board of review, our accounting dep: uwtment, operating depart- 
ment, and time studies and all the “others concerned, and everyone 
else involved has to decide what we have to do about it. Just steps 
are taken to correct it. 

Mr. Atexanper. You would not say that the cost ascertainment 
system they use is at fault ? 

Mr. Buack. No. 

Mr. ALExanperR. Where did you get your figure in regard to this cost 
of 3.4 cents to handle a first-class letter ¢ 

Mr. Brack. I am not sure, but I believe that figure came from the 
Post Office Department. 

Mr. ALeExanpeRr. Is that figure correct ? 

Mr. Srans. I think that I can explain that, Mr. Alexander, if you 
would like me to. That is the cost in 1955 of handling a letter which 
weighed 1 ounce. 

Mr. Atexanper. How do you explain the figures on first-class mail 
are such that they were not running at a deficit? Is there not testi- 
mony in the record on approximately that figure ? 

Mr. Srans. That is not the fact, and the testimony is in contradiction 
to that. I explained that at some length yesterday when I think you 
were not here, in answer to a question from Mrs. Pfost. 

Mr. Atexanper. How many first-class letters did we send through 
the mail last year ? 

Mr. Srans. 28 billion. 

Mr. Arexanper. And we lost four-tenths of a cent on every one of 
those letters ? 

Mr. Stans. No. That is not the case, because we are talking about 
the l-ounce letter. Now, there are some letters that have more than 
lounce. We have become pretty well satisfied through the years that 
the letter that weighs more than 1 ounce does not show the loss that the 
l-ounce letter does. That compensates in some part for the loss on 
the 1-ounce letter. 

Mr. Avexanper. That would only apply in cases where it is just 
exactly 3 ¢ ents? 

Mr. Stans. Where it is exactly 3 cents, that is right. 
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The CuarrMan. Are there any questions / 

Mr. Crperserc. Could you tell us what your annual postage costs 
are for your corporation / 

Mr. Buacx. Our annual postage cost—I am sorry we cannot break 
it down for second-, third-, and fourth-class rates—for our first class 
is $285,000. Our second, third, and fourth combined figure is $27,000 
for a total of $312,000 on an annual business of $1,185 million in 1955. 

Suppose we take the first-class figure and take round figures of 
$300,000. A cent increase, our increased first-class rate per annum 
would be $100,000. Now, ‘the Republic Steel Corp. would welcome 
paying $100,000 more in their first-class postal rate than to be faced 
with part of our taxes going toward financing a deficit of the Post 

Office Department of the United States. 

I would like to add here, that the people of the country, in my 
opinion, feel that an advance in postal rates is long overdue. And, 
that the people of the country are far ahead of the Congress on their 
feelings. I believe the people would like to see the Post Office deficit 
eliminated. 

Mr. CreprerserG. The fact is that it is a minor item as far as concerns 
expenses to your corporat ion. 

Mr. Brack. Very definitely, and when you stop to consider that on 
the basis of figures that 75 percent of the increase of first-class rates 
will be paid for by business and the corporations of the United States, 
that is important. I do not believe that there is any business or cor- 
poration that would oppose a 1-cent advance in postal rates on first- 
class mail. 

Mr. Creperserc. Could I ask another question? Mr. Coleman was 
here yesterday from the Burroughs Corp. and he was going to furnish 
the committe or to the Department a figure as to what his postage bill 
was per year. Does the Department have that ? 

The CuHarrman. I understand that has been furnished by Mr. Cole- 
man. (See page 61.) 

Mr. SuMMERFIELD. You requested that information from Mr. Cole- 
man. He informed me, and | will read his comment, that in reply to 
the chairman’s query yesterday regarding his postal bill, it is $1,800,000 
a year, which means, with this approximate increase of 30 percent, 
that Mr. Coleman’s additional postal bill would be in the neighborhood 
of $400,000 a year more. The members of this committee heard him 

say yesterday that he was heartily in favor of the increase. 

The Cuarrman. The increase will amount to about $400,000 a year ? 

Mr. SumMeErrie.p. For the Burroughs Corp.; yes. 

Mr. Ceperserc. I would like to ask Mr. Black one more question. 
What is your advertising bill for your corporation ? 

Mr. Biack. For consumer magazines, such as the Saturd: ay Evening 
Post and U.S. News & World Report, and various others, like News- 
week, and so forth, it is $1,012,000. For trade magazines, which takes 
in the magazines of the industry and such magazines of the various 
farm jour nals and farm papers that we advertise our farm products in, 
that amounts to $638,000. Newspapers, which also include many 
county and farm papers and which carries a greater part of it, that is 


$226,000. Export magazine advertising is $40,000. That is a total 
of $1,991,000. 
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The total advertising appropriation is $3,400,000. The rest of it is in 
accumulating drawings and sketches, photogr aphs, and so forth, that 
are used for advertising purposes. 

Mr. JoHansen. I have two questions, Mr. Black. One is a matter 
of personal curiosity and interest. How many employees does Repub- 
lic have ¢ 

Mr. Biack. 68,500. 

Mr. Jouansen. I would like to direct attention to one point that you 
made, which I think is exceedingly important, that in the depths of the 
depression the increase was made from 2 to 3 cents, and actually, of 
course, that was a 50- “percent increase, whereas the increase we are talk- 
ing about today is a 3314-percent increase. 

Mr. Biack. That is correct; business and industry are far better 
able under the splendid business that we have enjoy ed in the past year 
to well afford to pay, and welcome paying of an increase in postal rates. 
It is our feeling that other people should feel the same w ay. 

Mr. Gross. You pass on the costs to the consumer of your products, 
the purchaser of your product ¢ 

Mr. Buacx. To the purchaser; yes. 

Mr. Gross. You pass your costs on ? 

Mr. Buack. Yes; that is correct. 

Mr. Gross. That is what I thought. 

Mr. Downy. Did I understand you correctly, that 75 percent of the 
first-class mail is corporate mail ? 

Mr. Brack. It is the mail of business and industry. 

Mr. Dowpy. Mostly corporate ? 

Mr. Buacx. Well, that would include partnerships. 

Mr. Dowpy. Then actually the $300 million, approximately, which 
would be the increase in first-class mail, would not mean $300 million 
additional income to the Government when it is taken on an overall 
basis; would it? For instance, if the corporations do pay 7 percent of 
that increase, which would be $225 million, they would pay $115 mil- 
lion less income tax. 

Actually, it would leave only $110 million additional increase to the 
Government overall; is that not true? 

Mr. Buacx. That is perfectly true, it is an additional cost of doing 
business, and there would be some relief. In other words, I think 
it would be so small it would be difficult to figure. Let us say that it 
might be nine-tenths of a cent. I think in our case, with the small 
amount that we pay to the Post Office Department, it would be a very 
small amount of money. 

Mr. Downy. You would pay—or put it this way—you would recover 

2 percent of the increased postage on your income-tax bill; would you 
aot! 4 

Mr. Brack. That is right. 

Mr. Downy. Whatever it was for your company / 

Mr. Buack. That is right. 

Mr. JoHansen. I would like to ask Mr. Black, does your corporation 
have the plans set, and the machinery set, for passing this increased 
cost on in terms of increased prices for steel ? 

Mr. Brack. Oh, no; it is too infinitesimal for that. 

Mr. Ceperserc. Do you know what corporation could exist very long 
if it did not pass on its costs to its ultimate purchasers / 
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Mr. Buack. The industry would be back asking the Congress for a 
subsidy if that happened. 

Mr. Ceperserc. Do you consider it is fair for the Congress of the 
United States to pass on the deficit of the Post Office Department to all 
of the consumers of the United States whether they use the product 
or not? 

Mr. Buacx. No; the direct users should pay. 

Mr. Gross. I can tell you one industry that does not pass on its costs. 

The industry of agriculture. Farmers buy at the seller’s price and 
sell at the buyer’s price. 

Mr. JoHansen. Mr. Black, pursuing the point Mr. Cederberg made, 
do you feel it is fair to pass on the costs in terms of Federal deficit 
financing to future generations / 

Mr. Brack. I certainly do not. 

Mr. Moss. Mr. Black, I noticed in the statement read by you that 
you refer to the increase in first-class occuring some 20 years ago. It is 
24 years ago, I think, back in 1932. Was not that increase a part of 
the general revenue program of the Government to meet a critical need 
for revenues and not considered at that time primarily as a postal 
revenue measure? It was a temporary increase; was it not? 

Mr. Buack. I am not familiar with the reasons. It must have obvi- 
ously been also for the reason of reducing the deficit of the Post Office 
Department. I am just jumping at conclusions on that. I do not 
think that I would be very far wrong. 

Mr. Moss. I think it is‘a conclusion that the record would not bear 
out. It was not even passed by the Post Office Committee. It was 
part of a general bill. 

The whole 1-cent increase went through a long series of temporary 
resolutions, continuing it for a year or more at a time, and it was 
through the depression. and then it was continued because we had a war, 
but it was not made permanent until the 80th Congress, by Public 
Law 144, passed it. We finally made a first-class rate as such perma- 
nent at that time. Prior to that time, it had been merely a temporary 
device to bring revenues into the Government to underwrite certain 
emergency programs. 

I think we were in a state of various degrees of emergency through- 
out those years, culminating in World War II. 

Mr. Biack. Thank you very much for bringing me up to date. You 
are a great historian. 

Mr. Moss. I would like to insert in the record at this point a sum- 
mary of the resolutions and laws which continued, for temporary 
periods, the first-class increase, and ending, of course, with Public 
Law 144 in the 80th Congress. 

The CHarrMan. Very well, we are quite familiar with that; the 
members of the committee are, and, of course, this committee made it 
permanent. It approved legislation making it permanent. As a re- 
sult, Congress made it a permanent rate. 

(The document is as follows :) 


STATEMENT OF REPRESENTATIVE JOHN Moss, Jr. 
INCREASES IN FIRST-CLASS POSTAGE RATES FROM 1932 TO PRESENT 


Act of June 6, 1932 (sec. 1001, 47 Stat., 285) : (a) On and after the thirtieth day 
after the date of the enactment of this act and until July 1, 1934, the rate of 
postage on all mail matter of the first class (except postal cards and private 
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mailing or postcards, and except other first-class matter on which the rate of 
postage under existing law is 1 cent for each ounce or fraction thereof) shall 
be 1 cent for each ounce or fraction thereof in addition to the rate provided by 
existing law. 

Act of May 10, 1934 (sec. 515, 48 Stat., 760) : Continues until July 1, 1935, the 
3-cent rate an nonlocal a class matter and authority of President to modify 
postal rates (secs. 2 and 3 (a), act of June 16, 1932; 48 Stat., 254). 

House Joint Resolution 324, approved June 28, 1935: Continues the 3-cent rate 
of postage for nonlocal first-class matter until July 1, 1937. 

House Joint Resolution 375, approved June 29, 1937: Continues the 3-cent rate 
of postage for nonlocal first-c lass matter until July 1, 1939. 

Act of June 29, 1939 (ch. 247, sec. 1, 53 Stat. 862): Continues until July 1, 
1941, the 3-cent rate on nonlocal first-class matter and authority of President to 
modify postal rates. 

Act of June 24, 1940 (ch. 414, 54 Stat. 505): Provides that the 3-cent letter 
rate shall not apply to first-class matter mailed for local delivery or for delivery 
within a county the population of which exceeds 1 million, provided said county 
is entirely within a corporate city. 

House Joint Resolution No. 105 (Public, No. 84), approved May 28, 1941: Con- 
tinues until July 1, 1948, the 3-cent rate on nonlocal first-class matter. 

House Joint Resolution 134 (Public, No. 77, 78th Cong.), approved June 17, 
1943: Continues until July 1, 1945, the 3-cent rate on nonlocal first-class matter. 

Act of February 25, 1944 (title IV, secs. 401 to 410) (Public, No. 235, 78th 
Cong.) : Effective March 26, 1944, postage rates were increased as follows, such 
increases to cease to be in effect on and after the first day of the first month 
which begins at least 6 months after the termination of hostilities in the present 
war: 

First-class mail.—Increases the rate for local delivery or for delivery wholly 
within a county which is entirely within a corporate city and the population of 
which exceeds 1 million (except postal cards and private mailing or post cards, 
and except other first-class matter on which the rate of postage under existing 
law is 1 cent for each ounce or fraction thereof) from 2 cents an ounce to 3 cents 
an ounce. 

Act of June 30, 1945, section 1, 59 Stat. 295; and 

Act of July 6, 1945, sec. 8, 59 Stat. 487: Continues the temporary increases in 
first-class postage rates and, for the purposes of determining the expiration of 
such increases provided in the act of February 25, 1944 (as set forth above) 
provide for termination of hostilities in World War II as of 12 o’clock noon, 
December 31, 1946. The effect of these provisions would have been to permit 
expiration of the increases on June 30, 1947, had such increases not been made 
permanent by Public Law 144, 80th Congress, which immediately follows: 

“* * * the rate of postage on all mail matter of the first class (except postal 
ecards and private mailing or post cards) shall be 3 cents for each ounce or 
fraction thereof: Provided, That drop letters shall be charged at the rate of 1 
cent for each ounce or fraction thereof when mailed for local delivery at post 
offices where free delivery by carrier is not established and when they are not 
collected or delivered by rural or star-route carriers. The rate of postage on 
postal cards (including the cost of manufacture) and private mailing or post 
cards (conforming to the conditions prescribed by the act entitled ‘An aet to 
amend the postal laws relating to use of postal cards,’ approved May 19, 1898 
(U. S. C., 1940 edition, title 39, sec. 281) ), shall be 1 cent each.” 


Mr. CrperserG. This says that this may be cited as the temporary 
postal rate increase of 1932. This does not mean very much; we know 
they are describing it wrong, and it should be permanent. Obviously, 
it will be permanent, and I think that the need is just as necessary 
now. We are in a deficit situation as far as the Federal Treasury is 
concerned today. 

Mr. Moss. I think that there is this inference, that the increase in 
1932 was not a temporary increase related to the postal operation, and 
it was part of a revenue bill originating in the Ways and Means 
Committee of the House. 

Mr. Ceperserc. Who paid for the increase ? 

Mr. Moss. The postal users paid for it. 
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Mr. CeprerserG. Do you think that they are more able to pay for it 
than they were in 1932? 

Mr. Moss. It should be similar to the system Mr. Black uses. I 
do not think he produces products and sells them knowingly and 
deliberately at a loss in order to underwrite the cost of other products 
he sells. He trys to arrive at a profitable operation in each division 
of the business. 

Mr. Brack. May I make an observation there for a moment? 
There are times when you will bring out a new product under which 
you may take a loss under the head of promotional expense. You 
charge that up to a research and development program, or under some 
other such he: ding. 

Mr. Moss. Our “product, at the moment, I think is rather ancient 
and it appears to me that much of it is ne aring the century mark. 
Certainly the case of second class is so. Third is a little younger, but 
they are both rather husky to continue to be treated as experimental 
or promotional projects. 

Mr. Ceperserc. Will the gentleman agree that the rate charged for 
the product is about as ancient as the product ? 

Mr. Moss. I think in many respects it is, but my objective is no 
different than the gentleman’s and I would like to see this budget 
balanced also. However, I am very much concerned with the sort 
of policies that we use in arriving at how to balance it. 

Mr, JoHansen. Will the gentleman yield? Am I to understand 
that the increases in 1932 were made for the benefit of the general 
revenues, and that the postal budget was in sufficient balance that it 
actually was not needed ¢ 

Mr. Moss. I did not say that. I said it originated as a part of a 
general revenue program. 

Mr. JoHANSEN. But the Post Office was not operating then in the 
black. 

Mr. Moss. However, it was continued through a period when the 
Department was not operating at a deficit. 

Mr. JoHANSEN. It was not operating at a break-even basis. 

Mr. Moss. There were very few years in the history of the Depart- 
ment when it has ever operated on a break-even basis. 

The CuatrmMan. Thank you very much, Mr. Black. 

Mr. Buacx. Thank you, gentlemen. 

The Cramman. We welcome an old colleague of ours at this time, 
this morning. He was with us a good many years and left us to go 
to the United States Senate. I believe now our former colleague is on 
the Appropriations Committee, and a member of the subcommittee 
which handles the appropriation for the Post Office Department. 

Weare very glad to have United States Senator Everett M. Dirksen, 
of Illinois, with us this morning. 


STATEMENT OF HON. EVERETT McKINLEY DIRKSEN, A UNITED 
STATES SENATOR FROM THE STATE OF ILLINOIS 


Senator Dirksen. It is good so come before your committee. I used 
to have an office in this corridor, right next door, for 16 years, so this 
is rather familiar ground. 
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I KP deeply interested in the matter that is before you this morn- 
ing. I did embrace the opportunity to come and make a few observa- 
tions that might be of interest and might be helpful to this committee. 

[ presume that as long as there is a deficit in the Post Office Depart- 
ment we are going to have rate discussions. I often thought it might 
be well to go back to a one-line statute that we had when Samuel 
Osgood became the first Postmaster General under the Constitution. 
It wasn’t Benjamin Franklin; it was Samuel Osgood who was the first 
Postmaster General. 

I think the law provided that he should collect postage requisite 
to defray the expenditures of the Department. If we had that one-line 
law on the books today, we would have no deficit, Mr. Postmaster 
General, I am sure. But from that time when we had only 75 post 
offices until now, a great many things have happened. 

Today we are confronted with a deficit, as we have been for a long 
time. I wrote a paragraph into the Senate report in connection with 
the Post Office-Treasury appropriation bill and pointed out that in 
the last 55 years, we have had 45 deficits and 10 years when we were 
even with the board, or when we were in the black. 

That is certainly not a creditable experience for any Federal agency, 
unless, of course, we want to modify policy and embrace a different 
concept and put this on a service basis and take it out of the Public 
Treasury. 

But until that concept, of course, is written into the law, I think 
that we are going to have to deal with this problem of deficits. I 
served for a number of years on the Subcommittee on Treasury and 

Post Office in the House. I think Gordon Canfield was the chairman 
at that time, and I was chairman of the Subcommittee on Agriculture, 
but even then, when Mr. Donaldson was Postmaster General—and 
incidentally, coming from the State of Illinois—our deficit climbed 
over the $700 million mark. 

I became deeply concerned about it, as every public servant must, 
of course. So we wondered what we could do. Even in those early 
days, we made some effort to secure a modification of rates, but it was 
not successful. I do remember the long hassle we had in Joe Martin’s 
office, and I think Congressman Rees will remember it, as to the juris- 
diction of a bill and whether it ought to go to Ways and Means Com- 
mittee or to his committee—Post Office and Civil Service—at the time. 

We never quite satisfactorily settled that jurisdictional dispute, and 
so nothing came of any rate effort, and here we are again today. 

Meanwhile, costs are climbing, and we are confronted with the 
rather odd and, I think, sometimes fantastic spectacle of doing busi- 
ness on a 1932 rate basis with 1956 costs. 

Now, I want to dispose of this concept that I alluded to a moment 
ago by saying that when I was a member of the Legislative Commit- 
tee on Post Office and Civil Service in the Senate, we had long hear- 
ings that lasted for nearly a month, and heard scores and scores of 
witnesses. I believe I was the one who intruded the thought that we 
ought to make a decision as to whether the Post Office Department was 
a service institution, and we ought to take a good chunk of it out of 
the Federal Treasury, or whether it was going to be operated as a 
business institution and, insofar as reasonably possible, meet its own 
expenses. 
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I inclined, certainly, toward the latter view, and since that is the 

way the situation stands today, we cannot let these deficits continue 
forever, because I believe it is something of a reflection, not only on 
Government generally, but I believe it is a reflection upon the Con- 
gress that we permit it. 

I say a reflection on the Congress, and I am very impersonal about 
it, and I mean not only the House, but the Senate as well, because it is 
no great testimony to our capacity as good business people in giving 
xood direction and a good foundation to the business of government. 

Today we have a deficit, as we have had before. I think we can ap- 
plaud the Postmaster General for having done a herculean job in 
having worked as a yeoman at the business of reduci ing expenditures 
wherever he could, but he has inherited, I think, a physical plant that 
has been running down ever since 1938, 

I recall my own efforts in the House of Representatives to get a little 
money out of the Treasury now and then for an occasional postoflice 
in my district. I thought it had a great value in many respects. 1 
thought it had some political value. 

I could think of nothing sweeter than going out and dedicating 
a new postoffice with 10,000 people around and seeking to interpret it 
in terms of votes. I am just human, like everybody else, and I make no 
secret about it. 

But you see, the delight of dedicating new post offices is one of the 
things we have to forego now because there haven’t been any new post 
offices, to speak of. When the spectral hand of war touched govern- 
ment, every agency of government. except those closely identified with 
the military operations shad to take a back seat ; they had to foreshorten 

sail and get what little they could. 

Now, you can’t carry on a program like that year after year without 
finally having on your hands something of an obsolescent physical 
plant. That goes not only for structures, but for equipment and 
machinery, as well. 

The necessary research isn’t done. New buildings should be added. 
The country is growing, and the number of families that have been 
added to the American population is positively astounding. Soldiers 
coming back from the war are begetting larger families. I think that 
the high romance and adventure of the census figures, if one takes the 
trouble to spell them out, is one of the most intriguing things and one 
of the most appealing things of which I have knowledge. 

I see these little satellite communities grow up in my State. They 
grow right on the edge of my town, and my town isn’t very large, only 
21,000, but we have a number of satellite communities there. We have 
them in Peoria, and if you take the trouble to move out from a metro- 
politan center like Chicago and see a cluster of houses become a vill: age, 
and become an urban community with 20,000 or 30,000 people, it is 
truly a revelation in this age. 

Of course, they want service. They want their mail delivered. 
They want street signs and they want house numbers, and if the Post 
Office Department fails in its service responsibility, we are going to 
hear about it. 

I am forever bedeviling the Department about extending mail routes, 
going down this byroad, and that side road and getting carrier deliv- 
ery service in little communities that feel that they have grown up. 
The American people have a right to ask for that. 
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Of course, it costs money. You must add people. We have added 
personnel, as you know, in the appropriation bill this year. It requires 
equipment, but it requires something else. You never deliver a letter 
out of Pekin, Ill., or North Pekin, or South Pekin, or a little com- 
munity we have that we call now Radio City, unless the letter first gets 
there. So that envisions, of course, this whole rather complicated 
combination. 

It starts when a letter is dropped in a box in Washington, D. C., and 
must then go the rounds and be transported. It must be separated out 
in a facility and there must be reasonable comfort for the people who 
work there. I notice out in Denver, for instance, that people were 
sorting mail and doing other postal chores in very inclement and 
severe weather, and doing it outdoors, because they couldn’t be on the 
inside. 

I went out to Council Bluffs to make a speech, I think for Ben 
Jensen. I earnestly hope it got him a few votes when I was there, but 
the first and primary exhibit in Council Bluffs was that they had 
abandoned the post office. 

I said “Well, why is that?” They said “You know, it has been 
sinking, and it is unsafe, and here they were quartered in some old 
building that wasn’t adequate, and certainly it doesn’t manifest the 
prestige of a great Government.” 

I want to be proud of it, after all. I don’t like to see people do 
business in a 2-by-4 box. I think our Government is worthy of some- 
thing better. I think people expect something better. 

That leaves us, then, with this kind of a residual problem. There 
is a growing service institution, where they estimate the number of 
pieces of mail, I think, for the next fiseal year at a little over 57 
billion. It is not going to get any smaller. 

It is going to grow, just as the number of post offices grew from 75 
when Sam Osgood was the first Postmaster General until the time 
when Art Summerfield is the Postmaster General, and you have 41,000, 
wu thereabouts, of all classes. There are going to be more. Let us 
not fool ourselves about it. As the population grows, the service 
must grow. 

I was listening to some of the exchange here about the future, and 
let me interpose just one thought. I think one of the first lessons I 
got when I was a freshman Congressman in 1933 was from a very 
distinguished Senator from Utah “by the name of Reed Smoot. 

He was a very historic and fanciful character, and a great citizen. 
I recall that he said to me one day, “Young fellow, let me tell you 
something. (Government never recedes to lower levels. It always 
goes back to higher levels.” 

You ge sntlemen m: iy be interested in knowing that the whole appro- 
P iation for this Government when I landed in Washington in 1933 

‘as $314 billion. Our budget is now $64 billion. I wish ‘that I could 
feel that we are going back, but I recall a very entrancing conversa- 
tion I had with the late Senator Taft. 

I said, “Bob, for what will you settle?” He said, “I will settle for 
360 billion any time.” You see, that was the estimate of a man that 
I regarded as a great citizen and as a great statesman, as he looked 
into the future. 
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The reason it is that way, and it is going to grow, is because Gov- 
ernment will grow, even though I make pretty speeches to chambers 
of commerce oftentimes about the evils of big government. 

Well, I think the evil of bigness, of course, is when it gets out of 
hand, and we never clearly spell out a line of responsibility from the 
top to the bottom. That is an evil, but we will have big government 
because the needs and the demands are big. 

I think Reed Smoot was eternally right when he said, “You will 
see within your own experience, if you stay here long enough, that we 
will grow and move up.” So up to a point, you can make some 
economies in the Post Office Department, but you see, the economies 
are nullified when we fuss and fume about paying increases and you 
have been through that like L have. 

I believe those who work in the Department are worthy of their hire. 
I don’t begrudge them, believe me, what we do for them. There have 
been, I expect, 5 or 6 pay increases since 1949. I sometimes use that as 
a great justification for the pay increase that we got for Congress. I 
was proud of that achievement and I never hear people talking about it. 

I was here when we passed the Reorganization Act of 1946. I was 
on the joint committee. I said to my associates, like General Cox and 
others, “Look, you are going to get this bill through and you are going 
to have to put a little sugar in it. 

They said, “What kind of sugar?” and I said, “ You are going to have 
to pay Congressmen and Senators more, and you are going to have to 
give them a retirement plan.” 

Well, in that Reorganization Act, as you remember, we wrote the 


retirement eR EC and the pay-increase provisions. I was glad to 


introduce the pay-increase bill in the Senate this time under which 
we have been raised to $22,500. Had it been left to my volition, the 
amount would have been larger. Certainly it should have been. I 
have never been squeamish about going home and telling my people 
how I feel about it, and if I can’t persuade them, then I am a pretty 
poor public servant. 

So the boys in the postal service are worthy of their hire, but it 
adds to the bill. Finally, the Postmaster General, no matter whether 
he goes around with a surgeon’s scalpel and cuts out a dollar here and 
a dollar there, runs up agi Linst a stone wall. 

The stone wall is that there isn’t any business large or small in the 
United States that is doing business on a basis of 1956 costs and 1932 
prices. 

Now, I don’t believe that that statement can be contraverted. That 
simply means that we are going to have to do something about the in- 
come of the Post Office Department. The only way you can do it is 
through a rate bill. 

Now, I know pretty well all of the little controversies that arise, 
that is, between fest, second, and third class. We have got to get it 
somewhere, and the larger cause and the larger consideration must 
be getting the money. Here is a modernization program and here is 
a renovating program and here is a program for structures, and here is 
a program for equipment. Here is a program to improve the conditions 
under which men in the postal service operate, and they are entitled to 
it if this is going to be a service institution worthy of this Government. 

I know, then, of nothing more practical that has been submitted than 
the 5-year plan that is before you. Out of this, it is anticipated that a 
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given amount of revenue, $406 million, amortized over a 5-year period 
against the cost that you envision, will about take care of the program 
that you presently have in mind. 

Mr. SumMerFievp. It will leave a deficit. 

Senator Dirksen. But I am speaking of the program that you have 
presented to us from time to time. 

Mr. SummerFie.p. That is the total income; that is right. 

Senator Dirksen. If we don’t make it all in one jump, then, of 
course, you take a couple of bites at the cherry. I wish that we could do 
it so that we could meet this requirement and give people the kind of 
service to which they are entitled, and at the same time to meet this 
deficit. 

I say to you very frankly, I am ready to go along with a program 
like that. “I have announced to the wide world, and when I was on 
the legislative committee in the Senate we made some effort in that 
direction, even though we failed. But I am prepared to do it be- 
cause I think it is good business in Government, and I think we get 
a rich reward in the expressions of confidence that come from our 
people who can say “They have put it on a business basis, and they 
are giving us the service. They have the buildings and the equip- 
ment that they need, and they either have struck a balance or they 
are getting pretty close to it.” 

That is a pretty good testimony to those who are giving direction 
to the business, but the man who sits before you today is powerless. 
He hasn’t the authority. The authority is still here. 

Now, there are two ways of doing it. You can either legislate it 
now in the bill that is before you, or you can take the bill that Rep- 
resentative Katharine St. George and I introduced cojointly; she 
introduced it in the House, and I introduced it in the Senate, to 
establish a postal rate commission. 

I would settle for either way, but if it is the judgment of Congress, 
and it seems always to have been, to keep within its own hands the 
ratemaking power, then I think frankly, ladies and gentlemen, you 
have a responsibility. I think we ought to meet it just as firmly and 
just as forthrightly as we can. So if you will get out this bill, I 
can only say to you as one nimety-sixth of the Senate that I will do 
my utmost to try to get action on it on the other side, and get it 
inse ribed on the statute books. 

Tam afraid I have to go back for a record vote. 

The Cuarmman. Thank you very much, Senator Dirksen. 

There are two other witnesses, and I don’t think their presenta- 
tions will take very long. We have a representative of the National 
Association of Postal Supervisors, Mr. Michael C. Nave, president 
of the association, and also Mr. John D. Swygert. the secretary. 

Mr. Summerrrerp. Could I ask the chairman to permit Mr. Stans 
to read a little statement into the record? It has to do with some 
figures. 

“Mr. Stans. These are figures that Mr. Alexander asked for yester- 
day as to the Canadian cost-ascertainment results. (See page 113.) 

We got them by telephone for 1954. Canada shows that its first- 
class mail produces 168 percent of the allocated costs. Second-class 
mail produces 2714 percent of its allocated costs. Third- and fourth- 
class mail together produced over 100 percent of their allocated costs. 
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I can’t break third and fourth class down because their classifica- 
tion as between the two is different from ours. I have to put them 
together. 

r. ALEXANDER. Thank you very much. 
Mr. SUMMERFIELD. Thank you, Mr. Chairman. 


STATEMENT OF MICHAEL C. NAVE, PRESIDENT, NATIONAL ASSO- 
CIATION OF POSTAL SUPERVISORS; ACCOMPANIED BY JOHN D. 
SWYGERT, SECRETARY, NATIONAL ASSOCIATION OF POSTAL 
SUPERVISORS, WASHINGTON, D. C. 


Mr. Nave. Mr. Chairman and ladies and gentlemen of the commit- 
tee, the bill before this committee—H. R. 9928— proposes to readjust 
postal rates and to establish a Commission on Postal Rates and for 
other purposes. With all these purposes, the National Association of 
Postal Supervisors finds itself in complete agreement and hopes these 
hearings mark the beginning of the end, if not the actual solution, of 
the most pressing problem in the postal service today. 

Historically postal deficits have been the rule, rather than the ex- 
ception. In the past decade, because of the enormous sums involved, 
deficits have often been the cause of unjust criticism of the postal 
service and of those responsible for its efficient conduct. 

While the criticisms have time and time again been successfully re- 
futed, the real problem has just as successfully defied solution. Despite 
notable economies effected and increased man-hour production in all 
postal operations, a career Postmaster General, Jesse M. Donaldson, 
repeatedly testified before this and other committees of Congress that 
increasing postal deficits could only be avpided, or subst: antially re- 
duced, by: sorely needed rate revisions. 

The career Postmaster General was succeeded by an energetic and 
able businessman, the Honorable Arthur E. Summerfield. The many 
complex problems confronting him have been tackled with vigor and 
determination. Outstandingly successful businessmen have been re- 
cruited to lend their speci: alized talents to our problems. 

Proven successful methods in business were introduced and judi- 
ciously applied. All the tools known to modern management have 
been used with telling effect. After 3 years of persistent effort, with a 
dedicated devotion never equaled during my time in the postal service, 
the urgent need for an upward revision 1 of rates still remains the only 
solution of the problem of huge postal deficits. 

Detailed justification for the proposals submitted in this bill have 
been placed before you by representatives of the Post Office Depart- 
ment. In the final analysis, all these charts and tables simply prove 
that you just can’t balance 1956 operating costs with 1932 rates. Par- 
ticularly significant is the fact that at present rates, revenue from one 
class of mail is barely sufficient to cover the cost of transporting it— 
with nothing left for the enormous expense of handling, distributing, 
and delivering it. 

Of equal importance are facts developed regarding first-class mail. 
For many years, first-class mail was our moneymaker, but even that 
is being handled at a loss today. The cost of handling the av erage first- 
class letter was 1.89 cents in 1932; 3.12 cents in 1954; 3.35 cents in 
1955, and the cost is still rising. 
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Employees in the postal service and management have done all 
they possibly can to reduce costs by increasing efficiency to the fullest 
extent possible under the conditions facing them. The National Asso- 
ciation of Postal Supervisors, whose members are charged with the 
responsibility of supervision of all operations in first- and second- 
class post offices, is positive that the peels seers is being operated 
at every level with the greatest possible efficiency and economy. 

As these facts become known—that costs in the Post Office Depart- 
ment are rising faster than its receipts, and it is realized that the more 
customers we have, the more business we do, the more money we 
lose—the mail users and the press find themselves more and more in 
harmony with Postmaster General Summerfield’s simple philosophy 
that— 


It is right and proper that a greater share of the cost of carrying the mail 
be paid by the users of the service, to lessen the drain on the taxpayer's 
pocketbook. 

The establishment of a Rate Commission to determine and pre- 
scribe a fair and reasonable domestic postal-rate structure, would 
guarantee continual attention to and control of deficits with resultant 
benefits to the postal patrons, the service, and general economy of 
the Nation. 

We wholeheartedly support the proposals of H. R. 9228 and urge 
your early favorable consideration of its provisions. 

The CuatrrmMan. Thank you, Mr. Nave. 

Do you have a statement, Mr. Swygert ? 

Mr. Swyeerr. I do not have a prepared statement, but I would 
like to say, Mr. Chairman, that the 20,000 members of our associa- 
tion adopted a resolution at the Miami convention in 1954 in complete 
support of the rate program which was sponsored by the Postmaster 
General. 

I am sure that our membership, in the field, wholeheartedly and 
almost unanimously endorse this proposal which is before you now. 

The CHatrman. Thank you. 

Are there any questions? 

Mr. Ceperserc. First, I want to say it is good to see you again, 
Mr. Nave, and to have you back here with us in Washington. | I 
notice in your statement you state that in the final analysis all of 
these charts and tables simply prove that you just can’t balance 1956 
operating costs with 1932 rates. 

Are you referring to any specific class of mail there, or do you 
have any specific data that you can give us on that? ' 

_ Mr, Nave. Mr. Cederberg, of course, the big loser in the postal 
field is your second-class mail. I think it is interesting and it might 
be interesting to this committee to say this: 

I have developed some figures from the Chicago post office point 
of view. The total revenue of the Chicago post office from all sources 
for last year was about $154 million. Of that portion, we received 
slightly better than $11 million from second-class mail. — 

Tn order to dispose of that mail, I just want to give you an idea of 
the volume that is involved. At second-class rates—and this can be 
definitely identified in the post offices by statements of mailings and 
tickets that are verified—the volume amounted to 381,380,806 pounds. 
We received slightly over $11 million for that. : 
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Now, considerable ado has been made, too, and I know Congress is 
conscious of the religious and fraternal publications, and what have 
you. I have broken those figures down a little bit further. 

We have over 600 second-class mailers in our city. Out of that 600, 
I have taken the top 10. The top 10 produce a volume of 272,831,623 

ounds, or 71 percent of the total second-class mailings originating 
in the city of Chicago. 

When you consider the relationship of the rates to the volume, where 
some of these magazines and publications are very well known—Amer- 
ican Home, 12 million pounds, $368,000 ; the Chicago Daily Tribune, a 
daily newspaper, 19,966,000 pounds, and the revenue was $525,714.23 ; 
Esquire, 3,786,620 pounds, and $415,000; the Farm Journal, 23,647,000 
pounds, for slightly over $777,000; the Journal of the American Med- 
ical Association, over 8 million pounds, $122,000. 

Life magazine, 157,630,652 pounds, for $4,800,000; Look magazine, 
20,773,000 pounds for $584,000; Popular Mechanics, 4,304,000 pounds 
for $118,000; Popular Photography, 1,501,908 pounds for $54,000; 
Time magazine, 20,943,711 pounds, with a revenue of $178,936. 

I mean, it just can’t be done with the volume and the load as related 
to the receipts. I think that is obvious. 

The Cuarrman. Are there any further questions? 

Thank you very much, Mr. Nave and Mr. Swygert. 

Yesterday Mr. E. V. Hill, chairman of the Transportation Traffic 
Association of Eastern Railroads, appeared before our committee and 
there was a question raised, at least in my mind, as to the position of the 
American railroads generally on the postal rate increase legislation. 

Mr. Hill stated that he was here to testify as a traffic transportation 
expert, that he had carefully examined the formula upon which the 
cost ascertainment system of the Post Office Department is based, and 
that he thoroughly and fully approved of the formula and endorsed the 
cost ascertainment system as being sound and proper. 

A question was asked him as to whether he thought these rates as 
proposed in the present legislation were fair and proper. He said: 

I am not in a position to answer that. I have nothing to do with postal rates 
in my position as transportation traffic manager and I cannot answer that 
question. 

Since Mr. Hill could not answer that question, and didn’t come here 
for that purpose, I have received a letter from the president of the 
Association of American Railroads, Mr. William T. Faricy, dated 
March 14, 1956. It reads as follows: 


The railroad industry, as represented by the board of directors of the Associa- 
tion of American Railroads, wholeheartedly supports the Postmaster General’s 
program to increase postal rates, as will be clear from what is set forth below. 

As president of the association, I presented this matter at a meeting of the 
board of directors held January 27, 1956, in Washington, D. C. The minutes as 
to that matter are as follows: 


“PROPOSED INCREASES IN POSTAGE RATES 


“The president reported to the board that on January 6, 1956, the Postmaster 
General had asked the support of the raliroad industry for his program for 
increases in postage rates. The president further stated that he had referred 
the matter to the general committee of the Railway Mail Transportation Division, 
whose recommendation is as follows: 

“Tt is the view of this committee that the railroad industry should support 
the program of the Postmaster General for increases in postage rates on all 
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classes of mail, other than fourth-class mail, which comes under the jurisdiction 
of the Interstate Commerce Commission.’ 

“After full discussion, a majority of the members present, constituting a 
majority of the whole board, approved the foregoing recommendation.” 

I hope that the foregoing will make clear to you and the other members of 
the committee the attitude of the class I railroads in this important matter. 

If agreeable to you, I shall be glad to see this letter made a part of the 
record in the hearings now in progress on H. R. 9228. I enclose a number of 
copies for the convenience of the committee and the staff. 

Sincerely, 
W. T. Faricy. 


Mr. Summerrrecp. I believe the question was asked during the 
course of these hearings as to the position of the Air Transport Associ- 
ation having to do with the increase from 6 to 7 cents for airmail. 
I have this letter which I received this morning: 


Reference is made to your recent inquiry regarding the airlines’ position on 
the Post Office Department’s proposal to raise airmail postage from 6 cents 
to 7 cents. 

The board of directors of the Air Transport Association, which includes 
representatives of all phases of the air-transport industry, has reviewed this 
question carefully. In that connection, they have also reviewed the entire 
program of postage increases being presented by your Department designed 
to reduce the Post Office Department deficit and make provision for improved 
mail handling and mail service. 

In view of the importance of this program and its urgency, the board of 
directors concluded unanimously that no objection should be made to the 
proposed increase of airmail postage as a part of that program. 

Very truly yours, 
S. G. Tipton, 
President, Air Transport Association. 


The CHarrman. That will be made a part of the record, as well 
as the letter of Mr. William T. Faricy, president of the Association 
of American Railroads. 

This concludes the list of witnesses scheduled to be heard this 
morning. The hearing will be recessed until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12: 15 p. m., the committee adjourned, to reconvene 
at 10a. m., Friday, March 16, 1956.) 
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FRIDAY, MARCH 16, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND Crvin SERVICE, 
Washington, D. C. 

The committee met at 10:25 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

The first witness this morning is Mr. Peyton Evans, who is the 
counsel of the Washington Publishers Association, of W ashington, 


D.C. 


STATEMENT OF PEYTON R. EVANS, EXECUTIVE SECRETARY, WASH- 
INGTON PUBLISHERS ASSOCIATION, WASHINGTON, D. C. 


Mr. Evans. Mr. Chairman, and members of the committee, this is 
Peyton R. Evans speaking for the Washington Publishers Associa- 
tion, the members of which are the Evening Star, the Washington 
Daily News, and the Washington Post and Times Herald. On behalf 
of the members of the association, for whom I am authorized to speak, 
I wish to thank you for permitting us to appear in support of bill 
H. R. 9228. I wish also to say that I am speaking only for the news- 
papers of general circulation in the Nation’s Capital and not for 
any other newspapers or publications that may be for or against this 
legislation. 

The CuarrmMan. You are speaking for the Washington newspapers ? 

Mr. Evans. Only; yes, sir. 

The newspapers comprising the Washington Publishers Associa- 
tion have repeatedly expressed support through their editorial col- 
umns of increased postal rates designed to reduce the continuing deficit 
operation of the Post Office Department, which is now almost $500 
million annually. 

The proposal to increase postal rates will, of course, add to the cost 
of distributing newspapers, but the Washington papers wish no sub- 
sidy in the form of preferential rates that do not meet the legitimate 
cost to the Government of transporting their publications through the 
mail, and therefore support the principle that such service should be 
self-supporting insofar as practical. 

As stated previously, the association does not presume to speak for 
the publishing industry as a whole, segments of which may be faced 
with particular problems that do not apply to Washington news- 
papers. Some of these special cases seem to have been provided for 
in the bill, which does not propose to do away with free mail service 
for the blind, free-in-county mailing privileges granted some small 
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town and county dailies, and reduced rates to religious and educational 
publications. 

As you probably know, the editorial policies of the three local 
papers are often in disagreement with one another, but in this instance 
they are unanimous in their approval of the plan proposed by the 
Postmaster General, which they think is a businesslike approach to a 
reduction of the ever-mounting postal deficit. We would prefer, of 
course, to see the deficit reduced through economies in operating costs, 
but we know that in view of the problems involved rates must also be 
increased. 

Statements in support of this position are found in the copies of 
8 editorials appearing in each of the 3 Washington newspapers, which 
state their views in more detail and far better than I could do. I will 
file them with you for your information or read them if you desire. 

The CHarrmaNn, You may file them for the record so as to save 
time. 

Mr. Evans. Yes, sir. I would like to call particular attention to 
an editorial which appeared in the Washington Post this morning. 
I have a previous editorial from the Post, a previous editorial from 
the Evening Star 

The Cuatrman. Are all these others recent editorials as well as 
the one which appeared this morning in the Post? These others are 
recent editorials? 

Mr. Evans. A recent one; yes, sir, this morning. 

The Cuarrman. All of them? What are the dates of the various 
editorials? You said one appeared in this morning’s Washington 
Post. 

Mr. Evans. March 14, 1954, is the one for the News. November 
1955 is the date of the Evening Star editorial. January 29, 1955, is 
the date of the editorial of the Washington Post. The one this morn- 
ing is entitled “Money for the Mail” which appears in the March 
16 issue, this morning. It is a matter which the papers have had a 
vital interest in for a number of years, and it is one thing that the 
editorial policy of the three papers has been together on. That is 
not the rule in the city, as you know. 

The Cuarrman. Do you have any idea about how much postage 
each of the papers pays annually? Is there any general information 
on that subject? 

Mr. Evans. I can give you rough figures on that. I asked for 
figures, but they said it would take 3 or 4 days to find out exactly 
what it is. I can give an approximation. The total daily circulation 
of the three papers which are mailed amounts to approximately 10,000. 
Exactly, at the time I made the check, it was 9,675. We estimate that 
those papers probably weigh 8 pounds a week. That would mean that 
at the present average rate—and it is very hard to get the exact figure 
because some may go to California and some may go to New York— 
on an estimate of the approximation, that bill would be about $92,000 
for the daily paper and for the 5,800 Sunday papers, the bill would 
be less than that. It would be $26,955. That would be a total of 
$119,000. If that bill is raised 30 percent on the basis of these rough 
figures, it would be approximately $36,000 more yearly to the local 

apers. 
" The CHARMAN. Do not the local papers spend a considerable amount 
in excess of the papers for first-class postage? 
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‘Mr. Evans. This does not include first-class postage. 

The Cuarrman. I am asking that question. Is not their first-class 
postage bill even larger than the bill for the papers that go through 
the mail? 

Mr. Evans. Yes, sir. 

The Cuarman. Of course, I understand that the papers endorse 
the proposal that the first-class mail could be increased from 38 cents 
to 4 cents. 

Mr. Evans. Yes, sir. 

The Cuairman. Do you have any figures on how much your first- 
class mail bill is for each paper ? 

Mr. Evans. No, sir; I do not have. I would not like to say, but it 
would be more than this. 

The CuarrMan. Are there any questions ? 

Mr. Lsrnsx1. This $119,000 is for Sunday and daily papers? 

Mr. Evans. That is daily : and Sunday. 

Mr. Lesrnsk1. Is thet for 1 week ! 

Mr. Evans. That is for 1 week. 

Mr. Lestnski. For 1 week? 

Mr. Evans. No, lam sorry; that is for the whole year. 

Mr. Lestnski. That is what I was concerned about. That is for 1 
year. That is 9,600 pieces er day or per w eek ¢ 

Mr. Evans. That is per day, 9,675. That is an approximation. It 
may change by the time I get back to the office, because people leave 
town and have their paper ‘mailed, and then they discontinue it after 
they come back. 

Mr. Lesryskt. In other words, if I multiplied 9,600 pieces times 365 
I would get the accurate amount per item that you are paying? And 
that adds up to $119,000 annually ¢ 

Mr. Evans. That is estimated for a year, yes. 

Mr. Lestnskt. Fora year? Yes,sir. Thank you. 

The Cuairman. Mr. Moss? 

Mr. Moss. Mr. Evans, I am very. much interested in the statement 
about the Washington papers wishing no subsidy in the form of pref- 
erential rates that do not meet the legitimate cost to the Government 
of transporting their publications through the mail. Looking at the 
recent cost-allocation figures of the Department, I find that revenues 
on second-class mail were approximately $65.5 million, costs were 
$285 million, and a deficit incurred in that class was $219.5 million. 
How far are these papers willing to go and how far do they feel they 
should in meeting the actual cost incurred in handling? The pro- 
posal we have before us would increase the revenue by about $17 mil- 
lion, leaving, on the basis of the 1955 figures, about $202 million of 
costs unmet by the second-class rate. Do you feel that that is a fair 
amount to leave over for absorption by other users of the mail, or do 
you feel that perhaps a larger increase would be permitted in order 
to carry out the policy whic h- you make in your statement ? 

Mr. Evans. I am very frank to say, sir, that I am not ina position 
to answer that question. It had not been discussed. 

We discussed this bill on the basis of the present rates that the bill 
carries or increases. But the statement that I made is correct. We 
are asking ee no subsidy. 

However, I do not know what somebody might think an increase 
should be, so I would not like to commit myself to future increases 
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unless I knew how much it was. But the principle is as stated in my 
statement. They ask for no subsidies for transporting their papers. 

Mr. Moss. Would they like to know what the proper cost allocations 
are, considering all of the factors of priority of handling, and then 
have the rate raised to actually cover all of the legitimate costs-incurred 
in the handling of second-class mail ? 

Mr. Evans. I do not think you should pick the newspapers out to be 
the ones to pay all of the costs of second-class mailing. 

Understand, there is no hard feeling in what I said to you. But I 
say this, that if it develops that the papers are paying more than their 
share or less than their share of the cost, we do not ask that the tax- 
payers subsidize our delivery. 

Mr. Moss. Would you ask that the first-class users subsidize it? 

Mr. Evans. Would we ask what ? 

Mr. Moss. That the first-class user of the mails subsidize it? 

Mr. Evans. We think that the first-class mail should be self-sustain- 
ing, and we think that the 1-cent increase is proper. I think probably, 
from the little I know about it, that the first-class increase will prob- 
ably come closer to liquid: iting the actual cost of first-class mail than 
will the increase in the second-class rate. 

Mr. Moss. In the cost ascertainment, the increase on the first will 
come closer to liquidating the deficit resulting from the handling of 
second. 

Mr. Evans. We pay a substantial part of that, too. Our first-class 
mail bill is, l would assume, more than this. 

Mr. Moss. I am not questioning what you do as a user of first-class 
mail. I think that the problem of making rates is to look at each class 
of mail and arrive at what might be an equitable rate for that class of 
mail. Do you not think it is time that we set down some definite guide 
lines in an effort to finally spell out the factors which should be con- 
sidered in setting these rates so that after evaluation they are self- 
sustaining ¢ 

Mr. Evans. Yes; providing they get an increase first. We know it 
will take as much as they have asked for to approximate this deficit. 
If we can get them those rates and then make a study of it, I would 
think that would be fair. 

Mr. Moss. Would that not be making a decision before the facts? 
Should we not try to get the facts and then, not prejudging first, but 
assess against first, if necessary, and second as necessary, and third as 
necessary, rates which will produce the revenue necessary to operate 
the Department ? d 

Mr. Hvans. Well, sir, I am a believer in not acting before you have 
full information on what you are doing, but I have a feeling, from 
the statements appearing in the press, and from the information which 
I have had, which has been in a very general way, that the evidence 
which has been submitted to this committee, if I may presume to say 
so, overwhelmingly supports the necessity for this particular increase. 

Mr. Moss. I would go along with you with this modification: It 
overwhelmingly supports the need for substantial additional postal 
revenue. I cannot say at the moment I have seen the evidence which 
overwhelmingly supports the justification for this particular alloca- 
tion of rates, but rather that there is a total need for revenue. That 
I certainly do not agree with. But as to the manner of fixing the 

rates, I think there is an area of considerable gray there, and not 
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just a case of black and white. There are many factors that have not 
een fully considered. 

The Crarrman. Are there any further questions of the witness? 

Mr. Gross. 

Mr. Gross. You have 10,000 copies going into the mail each day, 
is that correct, of the 3 publications in Washington ? 

Mr. Evans. The three; yes. 

Mr. Gross. All three of them ? 

Mr. Evans. Yes. 

Mr. Gross. What is the total combined circulation of all the papers 
in Washington ¢ 

Mr. Evans. Three-hundred-and-eighty-some thousand for the Post, 
126,000 for the News, and the Star is around 200,000. I do not have 
the exact figures. It is asmall percentage of the circulation which is in 
mailing. 

Mr. Gross. And you have over a half-million copies of the 3 papers 
in Washington each day, and you have only 10,000 copies by mail? 

Mr. Evans. Yes, sir. 

Mr. Gross. So this rate increase in second class would not affect 
you. It would be infinitesimal, the effect of it; would it not? 

Mr. Evans. a sir, I do not know. On these rough figures, it 
is $36,000 a ye That is not too small. We would not pay $36,000 
Bran ae ane and testify for this bill. 

Mr. Gross. Out of a total circulation of more than 500,000, you 
are only putting 10,000 in the mail each day ? 

Mr. Evans. That is correct. And the reason we do not have more 
than that in the mail is that we found in our tube deliveries around 
Washington, we could put our trucks out and deliver those to tubes 
earlier and at a little less cost than the second-class rate. 

Mr. Gross. Of course we have a rather large daily newspaper in 
the State of Iowa that does the same thing, except they will pay for 
the postage increase. If they pay postage from Des Moines, they may 
put the papers in the mail a hundred miles from Des Moines. They 
pay the transportation cost for a hundred miles. They sort the papers 
and they are all realy to go when they reach the post office. You are 
not confronted with « ‘problem of that kind. 

Mr. Evans. Our deliveries out of Washington extend into Pennsyl- 

vania, West Virginia, Virginia, and parts of North ¢ Carolina, and, of 
course, Maryland. Soa part of that circulation has to be by mail. 

Mr. Gross. Yes; 10,000 out of 500,000 copies. 

Mr. Evans. Yes. 

Mr. Gross. Is it not a fact that the newspaper editors sat down, you 
with the newspaper editors of Washington, and said, “The Post Office 
budget ought to be balanced,” and that is about all that you did do? 
You do not have figures here to show what you spend in first-class mail, 
do you? 

Mr. Evans. No, sir: but I would be glad to submit an approximation 
of it, if you want to. Of course that varies from day to day. 

The Crarrman. I wish you would do that for the record, submit 
those figures as to first-class postage paid by the three papers of Wash- 
ington. 

Mr. Evans. Fora year? 

The CHarrman. Yes, sir. 
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Mr. Evans. Of course that would be an estimate because it varies 
from day to day. 
(The information referred to follows :) 


WASHINGTON PUBLISHERS ASSOCIATION, 
Washington, D. C., April 20, 1956. 

The total cost of first-class mail for the three members of the association— 
the Evening Star, the Washington Post and Times Herald, and the Washington 
Daily News—amounted to slightly more than $50,000 for last year. 

I am exceedingly sorry that this information has been delayed, and hope that 
it has not inconvenienced you. 

Sincerely yours, 


Peyton R. Evans, E-recutive Secretary. - 


( The editorials referred to follow :) 


[From the Washington Post, March 16, 1956] 


MONEY FOR THE MAIL 


There is no valid reason why in a country as prosperous as the United States 
the postal service should operate at a deficit of a half billion dollars annually. 
Postmaster General Summerfield has again appealed to Congress for the rate 
increases necessary to place the Post Office on a more nearly self-sustaining basis. 
His presentation before the House Post Office and Civil Service Committee was 
exceptionally well documented to show the justification of the adjustments he 
seeks. We think the public will accept fair increases gracefully if Congress 
will bring the bill to a vote. Surely the equitable way to defray postal costs is 
to assess the charges against users rather than indiscriminately against the 
taxpayers in general. 

Postal costs are up 106 percent since 1932. Yet first-class rates remain the 
same as they were 24 years ago, second-class rates are up only 3 percent since 
1932 (and, indeed, since 1917), and third-class rates have increased only 38 
percent. Even the most intensive streamlining and efficiency effort cannot cor- 
rect this imbalance. First-class mail, for example, does not return its fair share 
of postal expenses. The cost of handling the average piece of first-class mail 
exceeds 3 cents. Taxes, which fall most heavily on individuals, make up the 
difference. The increases Mr. Summerfield asks—to 4 cents for regular mail 
and 7 cents for airmail—would shift more of the proportionate burden to busi- 
ness users. 

Much the same situation pertains in second-class mail, which consists of news- 
papers and magazines, and third-class mail, which is mostly advertising. For- 
tunately, more and more publishers have recognized the propriety of an increase 
in second-class rates—an increase which still would not reflect the full distributed 
cost. Times have changed drastically since the days when low second-class 
rates were regarded as a necessary subsidy for the diffusion of information. 

Even if all the requested increases are granted, there will still be a deficit esti- 
mated at $63 million. But that will be a tremendous improvement over a deficit 
now nearly eight times that amount. Legislators can save themselves further 
worry by approving the proposal for an independent commission to set rates in 
the future with broad congressional guidance. Artificially low postal rates such 
as now prevail merely kid the taxpayer. 


[From the Washington Post, January 29, 1955] 
PAYING FOR THE MAIL 


Postmaster General Summerfield has made a better case for raising the first- 
class postage rate than President Eisenhower did in his recent message. Mr. 
Summerfield points to a virtual doubling of postal costs since the 3-cent letter 
rate was established 22 years ago. Overdue wage increases recommended to 
Congress will add to the estimated $324-million postal deficit for 1955 unless they 
are offset by rate increases. <A new first-class rate of 4 cents for the first ounce 
and 3 cents for each additional ounce would bring in an estimated $237 million 
more, and well-warranted increases in second- and third-class rates would further 
reduce the deficit. 
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Recently this newspaper raised a question about whether first-class mail was 
not actually paying its way. The answer is that although first-class service 
under present rates has not incurred an out-of-pocket deficit, it fails to carry 
its fair share of postal costs. First-class mail in 1954 accounted for 51.9 percent 
of the total pieces handled (and with expedited service), but brought in only 
39.3 percent of total revenue. In 1954 the cost of handling the average piece of 
first-class mail was 3.12 cents, as contrasted with 1.89 cents in 1932. The absence 
of an actual deficit at the 3-cent rate is explained by the fact that some pieces 
carry more than minimum postage. 

With costs continuing to increase, obviously an adjustment is necessary. At 
4 cents the letter rate still will be a bargain. Apparently the same factors of 
cost, however, rule out hopes for restoration of two-a-day residential delivery. 
It is doubtful whether this concession to convenience would justify the $80-million 
annual expense while the general postal deficit remains. 

What is to be hoped is that Congress will take a constructive and nonpolitical 
view of the need to raise postal rates. The American people are adult enough 
to understand that their lawmakers only kid them by keeping postal rates arti- 
ficially low and making up the difference through taxation. Congress could 
spare itself the embarrassment of these periodic haggles by accompanying the 
increases with authorization for a permanent independent commission to decide 
on future rates. 


[From the Washington Evening Star, November 15, 1955] 
Try, Try AGAIN 


The administration’s adherence to the “if at first you don’t succeed” theory in 
the matter of postal rates is fully justified. The case for higher postage is a 
sound one, despite the rebuffs which the Post Office Department has received 
from Congress on the subject in the recent past. 

The argument for greater postal revenues is even stronger today than it was 
when such legislation was rejected at the last session. For Congress offset the 
Department’s substantial economies last year by raising the pay of postal workers. 
Postmaster General Summerfield’s plan for a reduction in the annuai half- 
billion-dollar postal deficit to $360 million was short-lived. The salary increases 
have pushed the deficit back over the $500 million mark again. 

President Eisenhower had hoped to induce the past session to tie postal pay to 
rate legislation, so that at least a balance could be struck. Congress would have 
none of that plan, however. But with the fiscal realities of the postal service sure 
to be brought forcefully to the attention of both Houses at the forthcoming ses- 
sion, with special attention to the effect on the deficit of the pay boost, the 
chances of favorable action on some sort of postage legislation should be im- 
proved. That the administration’s fight for higher postal rates, designed to make 
the service more nearly self-supporting, will be waged vigorously is clear from Mr. 
Summerfield’s comments after a discussion with the President at Denver. The 
half-billion-dollar deficits of the postal service have been accepted as routine 
too long. 


[From the Washington Daily News, March 14, 1956] 
PostaL Costs Rose, Too 


Few articles, if any, cost as little today as in the depression year of 1932. 

But it costs the same to mail a letter, practically the same to mail a newspaper 
or magazine, and not much more to mail advertising circulars and other such 
material. 

That, in a nutshell, is the reason the Post Office Department is running up such 
a huge deficit each year, which means the taxpayers as a whole are paying a big 
share of the postage bills of heavy users of the mails. 

It costs the postal system much more to handle mail than it did in 1932, of 
course, because labor and overhead have gone up. 

Postmaster General Summerfield has just given a congressional committee 
another detailed description of his Department’s financial situation and a force- 
ful argument why Congress should authorize higher postage rates. 

He recommends a 1-cent increase in letter rates and appropriate increases for 
other classes of mail. 
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These, he says, would eliminate $407 million of the $470 million Post Office 
Department deficit estimated for the next fiscal year. 

This would be a long step toward making ends meet, a logical goal for the 
agency and the only one fair to the taxpayers. 

Mr. Gross. What I am trying to say, Mr. Evans, is that I do not 
think you are representative at ‘all of the new spaper publishers over 
this country in your use of second-class mail. 

Mr. Evans. I certainly am not, sir, and I said in my statement very 
positively that the W ashington newspapers were not proposing to 
speak for anybody else except the 3 bane papers. 

You say “Get together.” I do not want to be facetious, but if you 
can find any instance in the past 2 or 3 years where the editors have 
been as unanimous as they have been about this, and have spoken at 
different times, I do not know when it is. 

Mr. Gross. I wish they would be as unanimous on balancing the 
Federal budget, and stopping the four or five billion dollars a year for 
foreign giveaways. I wish they would be as unanimous on that 
subject as they are on this. 

Mr. Evans. It isastep in the right direction, is it not? 

Mr. Gross. IT should like to see every item balanced in the Federal 
budget, but I do not think you are going to get that accomplished. 

Mr. Evans. Yes, sir. 

The Cuarrman. Any further questions? 

Mr. Davis? 

Mr. Davis. I notice on the list of witnesses we have here this morn- 
ing, Mr. Evans, that you are listed as counsel for the Washington 
Publishers Association, and on your statement as executive secretary. 
Are you an attorney, Mr. Evans? 

Mr. Evans. Yes, sir. I am executive secretary and counsel for the 
association. I did not realize until they read out my title of counsel 
that I had been carried as counsel and not as executive secretary. 
But I occupy both positions. 

Mr. Davis. This Washington Publishers Association, do you serve 
as a paid executive secretary of that organization, or as a paid attorney 
or counsel ? 

Mr. Evans. As executive secretary, sir, which also covers the legal 
services to the association. 

Mr. Davis. Do they have a fund for operating the Washington 
Publishers Association to which each of the three papers makes a 
contribution ? 

Mr. Evans. That is correct. 

Mr. Davis. Are there any other employees besides yourself. 

Mr. Evans. There is one other, and that is my secretary. 

Mr. Davis. That is all. 

Mr. Crperserc. In the determination of editorial policy for any 
particular newspaper, Mr. Evans, you do not necessarily take into 
consideration what the economic effects might be to that newspaper 
itself, do you, in determining that policy ? 

Mr. Evans. I am a little embarrassed by answering that. The edi- 
torial department is as far from the business office as from here down 
to the White House. They decide their editorial policies without 
reference, sometimes, to the business end. I know in my labor nego- 
tiations with unions, I have been a little embarrassed by reading edi- 
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torials in the morning when I have been telling the union a different 
thing. 

Mr. Crperserc. I assume there are other witnesses of whom we can 
ask this question, but I assume the editor of a newspaper takes an over- 
all broad viewpoint as to what is in the best interest of his company and 
the readers that he serves. So the policy that he adopts could ad- 
versely affect his particular business interest or it could be helpful, 
one way or the other. 

When we are talking about editorials, we are talking about men who 
have written these editorials, who, in their considered judgment, have 
taken in all of the aspects of the subject rather than just determining 
it on “What is good for me.” 

Mr. Evans. That is right. 

The Cuarrman. Thank you very much, Mr. Evans. 

The next witness is Mr. Michael A. Gorman, member, board of 
directors of the Associated Press. 


STATEMENT OF MICHAEL A. GORMAN, EDITOR, FLINT JOURNAL, 
FLINT, MICH., DIRECTOR, AMERICAN SOCIETY OF NEWSPAPER 
EDITORS 


Mr. Gorman. I would like to correct that. I am director of the 
American Society of Newspaper Editors, and not the Associated 
Press, although I served in various capacities in the Associated Press. 

Mr. Chairman, and members of the committee, in advocating that 


postal rates be increased to cover the cost of the service, it is unnec- 
essary here to go into the pertinent records and figures. These have 

been presented, Therefore, this starts with the a that steps 
taken in recent years have reduced to practically the minimum those 
expenses within the control of the department. 

We have maintained editorially what is my firm personal belief that 
there is an incorrect appraisal of the willingness and desire of the 
general public to bear its full share for post service. With what we 
believe to be rare exceptions, the man on the street does not want a 
Federal dole to help pay the cost of each letter he mails. He proves 
it every day in his acceptance of prices of necessities and luxuries that 
have risen greatly since the started paying 3 cents to mail a letter. 

As for the postal costs to business, this same man on the street is the 
one who pays and he takes it in stride. In his acceptance of higher 
prices, he knows the cost of production, handling, and sales have been 
going up. This man on the street has become literate in the matters of 
prices, costs, public service and, above all, taxes. When it is spelled 
out that the few cents each month he accepts in free post service adds 
to the astronomical debt burden that carriers on for generations, he 
realizes it does not make sense. 

Those who oppose equitable postal rates are trying to make a case 
for the little man who isn’t there. 

The Cuarrman. What is the circulation of your paper ? 

Mr. Gorman. 94,000. 

The Cuarrman. What percentage of your papers go through the 
mails? 

Mr. Gorman. Not to exceed 5 percent. 

The Cuarrman. What is your first-class postage bill per year, do 
you know? Do you have any idea? 
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Mr. Gorman. Our first-class postage, I think, runs around $1,000 
a month, to my recollection. The other is about $1,500 a month. 

The Cuarrman. That is, for sending out your newspapers it is 
about $1,500 a month ? 

Mr. Gorman. That is right. 

The Cuarrman. And your first-class postage bill is about $1,000 a 
month ? 

Mr. Gorman. I think that is it, roughly. 

The Cuamman. Mr. Dowdy ¢ 

Mr. Downy. Did I understand correctly that you have 5 percent of 
your 94,000 that goes for postage ¢ 

Mr. Gorman. Less than five. 

Mr. Dowpy. And yet your bill on that is $1,500 a month ? 

Mr. Gorman. I mean our total of all mail costs, outside of first class, 
is roughly that figure. I do not know the breakdown. 

Mr. Dowpy. I thought I must have misunderstood you, because it 
did not sound right. 

Mr. Gorman. Yes. 

Mr. Dowpy. Five percent. In other words, it is less than 5,000 
that you send out? 

Mr. Gorman. That is right. 

Mr. Downy. That is a daily publication ¢ 

Mr. Gorman. That is right. 

Mr. Downy. Could you tell us about what your daily postage bill 
is on that? 

Mr. Gorman. No; I could not tell you. I am sorry. I am the 
editor of the paper. I do not keep close track of business expendi- 
tures. I know them in a general way. My appearance here is pri- 
marily to substantiate our editorial position which we have expressed 
repeatedly, and a very, very strong belief that the people in our area 
are very much in sympathy with having the postal service pay its 
own way. 

Mr. Downy. Your total monthly postage bill, first class, second 
class, and whatever else you have, is $1,500 a 1 month ? 

Mr. Gorman. Something like that. 

Mr. Dowpy. And $1,000 ‘of it is for first class? 

Mr. Gorman. Well, ‘that breakdown I would not attempt to make. 

Mr. Dowpy. What other class do you use beside first and second 
class 

Mr. Gorman. Well, just a general lot of mailing that comes in the 
course of ordinary business. 

Mr. Dowpy. Do you use some third-class mail ? 

Mr. Gorman. There is some. 

Mr. Dowpy. Does your editorial policy go as far as that you believe 
each class of mail should pay its own way ¢ 

Mr. Gorman. Yes, it does. 

Mr. Dowpy. As best I can understand the figures here, from the allo- 
cations of costs of mail, the second-class mail probably pays 20 per- 
cent of the cost of handling. In line with your policy, do you think 
that the second-class postage rate should be increased five times? 

Mr. Gorman. It would be perfectly acceptable to us; yes. We be- 
lieve what we say. 

Mr. Downy. I intended to ask Mr. Evans that, but I do not believe 
he is here. 
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That is all I have. 

The CHamrman. Mr. Lesinski? 

Mr. Lesinski. You mentioned in your statement, “A man on the 
street does not want a Federal dole to help pay the cost of each letter 
he mails.” That is amazing to me. First-class mail is not subsidized. 

Mr. Gorman. Is not what? 

Mr. Lestnskt. First-class mail is not subsidized. The man on the 
street, the only mail that he uses is first-class. 

Mr. Gorman. W ell, I understand that it does not cover the cost of 
handling. 

Mr. Lesinsk1. According to the record it certainly does. 

The Cuarkman. Not at the present time. 

Mr. Lesinskr. It depends on how you look at the record, Mr. Chair- 
man. 

The point is that the various figures we have received indicate that 
there was a 105 million surplus, or a 92 million surplus, and now we 
do not know what the figure is. But the thing is that the first-class 
mail has borne its cost right along. 

The Ciaran. Not when you figure the cost of the retirement sys- 
tem in the Post Office Department, “which is a part of the expense of 
the Department. 

Mr. Lesinsk1. I will accept that. 

Mr. Gorman. Mr. Lesinski, you may be interested in knowing that 
1 have felt this so strongly for so long that I finally felt it ought to be 
spelled out. Just to find out what the person on the street thinks, in- 
stead of merely guessing what he thinks, the University of Michigan 
social science research project, which has a proven method for finding 
public opinion, made a survey which just was completed yesterday. 
Your question is pertinent in this respect, because the questions that 
were asked covered all classes of mail. 

Here was the result, and copies are available for everybody: On 
first-class mail, those favorable to having any loss be made up from 
the general tax fund, 21.1 percent. 

“Should postal rates be increased?” 72 percent. 

No answer or don’t know: 6.9 percent. 

That is on first-class mail. 

On second-class mail, first having the Government pick up the loss, 
8.7 favorable to that. In favor of increasing the posts al rates on 
second-class mail, 89.2 percent: no answer or don’t know, 2.1 percent. 

Third-class mail, again, making up the loss, 4.5 per cent. 

“Should postal rates be increased for third-sclass mail?” 93.1 per- 
cent. No answer or don’t know, 2.6 percent. 

There is the breakdown of opinions. I wish to reiterate that this 
is a scientific survey, and it is not a matter of putting a blank in the 
paper or anything of that sort. If you are interested, there is a fur- 
ther breakdown on the matter of age, divided between business and 
professional, other white-collar and manual workers. I do not sup- 
pose you want to hear those figures, but they are available in what I 
have provided here today. 

Mr. Lesinskt. I have one more question which I would like to ask. 
The bill provides for increases in first-class mail. We accept, I believe, 
that things have increased since 1933, and we have to accept that as 
factual, because it is true. Things have doubled since then. But the 
important thing is that your biggest deficit is not in the first class but 
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Mr. Gorman. Our first-class postage, I think, runs around $1,000 
a month, to my recollection. The other is about $1,500 a month. 

The Cuamman. That is, for sending out your newspapers it is 
about $1,500 a month ¢ 

Mr. Gorman. That is right. 

The Cuatrman. And your first-class postage bill is about $1,000 a 
month ¢ 

Mr. Gorman. I think that is it, roughly. 

The CuHarrMan. Mr. Dowdy ? 

Mr. Dowpy. Did I understand correctly that you have 5 percent of 
your 94,000 that goes for postage ¢ 

Mr. Gorman. Less than five. 

Mr. Downy. And yet your bill on that is $1,500 a month ? 

Mr. Gorman. I mean our total of all mail costs, outside of first class, 
is roughly that figure. I do not know the breakdown. 

Mr. Downy. I thought I must have misunderstood you, because it 
did not sound right. 

Mr. Gorman. Yes. 

Mr. Downy. Five percent. In other words, it is less than 5,000 
that you send out? 

Mr. Gorman. That is right. 

Mr. Dowpy. That is a daily publication / 

Mr. Gorman. That is right. 

Mr. Dowpy. Could you tell us about what your daily postage bill 
is on that ? 

Mr. Gorman. No; I could not tell you. I am sorry. I am the 
editor of the paper. I do not keep close track of business expendi- 
tures. I know them in a general way. My appearance here is pri- 


marily to substantiate our editorial poeiien which we have expressed 


repeatedly, and a very, very strong belief that the people in our area 
are very much in sympathy with having the postal service pay its 
own way. 

Mr. Dowpy. Your total monthly postage bill, first class, second 
class, and whatever else you have, is $1,500 a month ¢ 

Mr. Gorman. Something like that. 

Mr. Downy. And $1,000 of it is for first class? 

Mr. Gorman. Well, that breakdown I would not attempt to make. 

Mr. Dowpy. What other class do you use beside first and second 
class? 

Mr. Gorman. Well, just a general lot of mailing that comes in the 
course of ordinary business. 

Mr. Downy. Do you use some third-class mail ? 

Mr. Gorman. There is some. 

Mr. Downy. Does your editorial policy go as far as that you believe 
each class of mail should pay its own way ¢ 

Mr. Gorman. Yes, it does. 

Mr. Downy. As best I can understand the figures here, from the allo- 
cations of costs of mail, the second-class mail probably pays 20 per- 
cent of the cost of handling. In line with your policy, do you think 
that the second-class postage rate should be increased five times? 

Mr. Gorman. It would be perfectly acceptable to us: yes. We be- 
lieve what we say. 

Mr. Downy. I intended to ask Mr. Evans that, but I do not believe 
he is here. 





POSTAL RATE REVISION 165 


That is all I have. 

The Cuarrman. Mr. Lesinski? 

Mr. Lxesinski. You mentioned in your statement, “A man on the 
street does not want a Federal dole to help pay the cost of each letter 
he mails.” That is amazing to me. First-class mail is not subsidized. 

Mr. Gorman. Is not what? 

Mr. Lestnskr. First-class mail is not subsidized. The man on the 
street, the only mail that he uses is first-class. 

Mr. Gorman. Well, I understand that it does not cover the cost of 
handling. 

Mr. Lesinski. According to the record it certainly does. 

The CHarmman. Not at the present time. 

Mr. Lesinskr. It depends on how you look at the record, Mr. Chair- 
man, 

The point is that the various figures we have received indicate that 
there was a 105 million surplus, or a 92 million surplus, and now we 
do not know what the figure is. But the thing is that the first-class 
mail has borne its cost right along. 

The Ciaran. Not when you figure the cost of the retirement sys- 
tem in the Post Office Department, “which is a part of the expense of 
the Department. 

Mr. Lesinsx1. I will accept that. 

Mr. Gorman. Mr. Lesinski, you may be interested in knowing that 
I have felt this so strongly for so long that I finally felt it ought, to be 
spelled out. Just to find out what the person on the street thinks, in- 
stead of merely guessing what he thinks, the University of Michigan 
social science research project, which has a proven method for finding 
public opinion, made a survey which just was completed yesterday. 
Your question is pertinent in this respect, because the questions that 
were asked covered all classes of mail. 

Here was the result, and copies are available for everybody: On 
first-class mail, those favorable to having any loss be made up from 
the general tax fund, 21.1 percent. 

“Should postal rates be increased ?” 72 percent. 

No answer or don’t know: 6.9 percent. 

That is on first-class mail. 

On second-class mail, first having the Government pick up the loss, 
8.7 favorable to that. In favor of increasing the post: al rates on 
second-class mail, 89.2 percent: no answer or an t know, 2.1 percent. 

Third-class mail, again, making up the loss, 4.3 pere ent. 

“Should postal rates be incr eased for third-si 1h ass mail?” 93.1 per- 
cent. No answer or don’t know, 2.6 percent. 

There is the breakdown of opinions. I wish to reiterate that this 
is a scientific survey, and it is not a matter of putting a blank in the 
paper or anything of that sort. If you are interested, there is a fur- 
ther breakdown on the matter of age, divided between business and 
professional, other white-collar and manual workers. I do not sup- 
pose you want to hear those figures, but they are available in what I 
have provided here today. 

Mr. Lesinski. I have one more question which I would like to ask. 
The bill provides for increases in first-class mail. We accept, I believe, 
that things have increased since 1933, and we have to accept that as 
factual, because it is true. Things have doubled since then. But the 
important thing is that your biggest deficit is not in the first class but 





166 POSTAL RATE REVISION 


in the second and third. If you increase first-class mail to 4 cents, 
let us say, and keep second and third still in the red, irrespective of 
the small increase you give them, is that not simply a way of balancing 
the postal budget without first increasing the second and third to where 
it should be ¢ 

Mr. Gorman. As I understand it, when rates began, it was on the 
principle of public information. That was the justification for the 
Government providing that service. Is there not likely some of that 
left here, that the man on the street is paying a part of the service he 
is getting in handling these other things, whether it be magazines, 
which I should not mention here, and some other public services 
and publications, that he apparently is willing to pay some of that, 
too? 

Mr. Lestnskt. There might be certain truth to what you say, but, 
on the other hand, when second and third were initiated, the volume 
was very smal]. At the present time, the biggest portion of the 
volume of the Post Office Department is second and third. As a 
matter of fact, in some post offices it is 90 percent. Of course the 
average is over 50. But from all indications, second and third exceeds 
first-class mail. That is what I am driving at. The fact is that if 
we increase first-class mail, second and third may increase in leaps 
and bounds. * 

Mr. Gorman. I want to repeat that as far as I am concerned, as 
editor of this newspaper, and for the editorial policy for which I am 
solely responsible, it is all right with me if everything pays its way, 
and we are willing to say so and have said so. 

Mr. Lestnskt. I appreciate your statement. 

The Cuarrman. Mrs. Pfost ? 

Mrs. Prosr. Mr. Gorman, what is the circulation of your paper? 

Mr. Gorman. About 94,000. 

Mrs. Prost. And what number of within county mailings do you 
have? 

Mr. Gorman. We have practically a negligible amount. We have 
a very comprehensive house-to-house deliver y throughout our imme- 
diate area, and the mailing is confined largely to people who like 
Flint so much that they still take the paper wherever they are.- 

Mrs. Prosr. Then let me ask you this: It would not apply to your 
particular paper, then, but as you know there is a within county 
mailing, where many papers have several thousand circulation daily, 
carried free of charge to the people in the county. Do you believe 
that the man on the street, then, should pay for the handling of 
these papers within county free of charge by the postal department? 

Mr. Gorman. I get back to the figures. I think he would be willing 
for each one to take their share. 

Mrs. Prost. That would mean, again, that the personnel in the post 
office may have to be increased as a result of handling a large circula- 
tion of papers, would it not, and the cost of that post office might 
be a little greater by one salaried person or a fraction of a salary. 
There is no revenue received, if I understand it correctly, on within 
county circulation. 

Mr. Gorman. I am not familiar with that. As I say, it is negli- 
gible in our case. 

Mrs. Prost. Let me ask Mr. Summerfield; is that true? 
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Mr. Summerrievp. Yes, in certain areas. Of course, there is much 
difference between one area and another. 

Mrs. Prost. Yes, I understand that. 

Mr. Moss. Mr. Gorman, you said you were convinced of the general 
willingness and desire of the public to pay its share. Is part of the 
problem that we have before us how the individual is going to pay 
his share? Mrs. Pfost mentioned free within county as one example 
of a service in the Department which clearly is a public service. Is 
that more properly a charge against the broad general revenue base 
of the Government or against the more limited base of postal rates? 
In paying his share, how does he do it, as a user of first class or as 
a citizen and taxpayer on those services intended to be free or in- 
tended to be clearly subsidized 4 

Mr. Gorman. I think that is largely a technical question, and I 
think the answer as far as I am concerned is covered in that same 
general way, whatever it is, the people are willing to bear it. 

Mr. Moss. I do not think there has ever been any question about the 
willingness of the American people to bear their fair share of the cost 
of anything, whether it includes the papers or Mr. Gross’ pet, foreign 
aid. They will pay their share. 

Mr. Gross. It 1s not my pet. 

Mr. Moss. I think how they pay it becomes extremely important. 
I do not think we can necessarily say that the only beneficiaries of 
second class are those who use first class. I think it is perfectly con- 
ceivable that there are people who may never write a letter, and yet 
they will receive their newspapers and magazines regularly. How 
do they pay? If they are not using first-class mail, they are not going 
to pay it through an increased rate there, yet this is still a service 
being given by their Government. 

Mr. Gorman. Mr. Moss, I humbly submit this. You say it is rec- 
ognized and has been recognized that the public is willing to pay. 
However, I have read and read and read again in the last few months 
that there will be no postal increase this year because you should not 
do it in an election year. If that is the case, then there apparently 
is some feeling the people do not agree with you on it. 

Mr. Moss. Could I make this observation, that those are probably 
the words of a newspaperman. I do not think they are the words of 
a Congressman. 

Mr. Gorman. T heard that from some political sources. But the 
breakdown is your problem, and the problem of the Post ‘Office De- 
partment. I do not know and the public does not know, and I do not 
think they care very much. They assume that there is an intelligent 
distribution of the cost. How that is done is up to you. It am nota 
good witness on that point. 

Mr. Moss. Should we not justify their faith in us that there is an 
intelligent approach to this by finally spelling out some policies on 
this / 

Mr. Gorman. I think yes, but in the meantime we should do some- 
thing about trying to catch up with this deficit. Here is an instrument 
right now, a bill that is before the Congress to increase these rates. 
Maybe it should be done in a different way. But in the meantime we 
are losing money every day. I think you may call it an expedient, but 
that does not disqualify it. The thing that you are talking about 
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might better be done some time and done just as intelligently and 
completely as possible. 

Mr. Moss. Do you think, perhaps, it would be wise for us to take 
another century in approaching it and let the expedient approach 
solve the immediate problems ? 

Mr. Gorman. No. I think the sooner this can be done the better. 

Mr. Moss. We have been putting it off, for just about a hundred 
years, 

Mr. Gorman. Yes: I know. 

Mr. Moss. I think the committee we have today is probably as com- 
petent to do this job as any committee It is going to be a job to get 
the problem settled, whether it is done today, or next year. or a hun- 
dred years from now. It seems to me if is a matter of equity, in prop- 
erly fixing the rates for the postal system, that we should finally spell 
out-—not assume that the people assume we are doing a fair job—and 
assure them that we are doing a fair job. that we have determined 
that these costs are correctly allocated, and that they are being asked 
to pay their fair share, whatever it might be determined to be. 

Mr. Gorman. I agree with you a hundred percent on that. but I wish 
to repeat that in the meantime we ought to be doing something about 
getting more money so that what we are losing every day is not going 
to be paid a hundred years from now, doubled or tripled and all of 
that. 

Mr. Moss. I would agree with you completely, if it were not for the 
fact that the meantime has been so very extensive in the past. 

Mr. Gorman. Yes: I know. 

The Crarrman. Well, thank you very much. 

Mr. Gross. I have one question, Mr. Chairman, if I may. 

The CHarrman. Yes. 

Mr. Gross. I assume that magazine and newspaper editors are at 
some time or another men on the streets. 

Mr. Gorman. Yes, sir: I have been one all my life. 

Mr. Gross. I wonder if the magazine publishers are prepared to pay 
for the deficit in second-class mail ? 

Mr. Gorman. I do not know. I can only speak for one newspaper, 
and that is our feeling. I think it is true of a lot of others. Some 
may argue that it should be done as you are doing now, apparently. 
in this bill—in steps. But, certainly the objective should he that we 
pav our way. 

Mr. Gross. Of course. vou know that under the terms or provisions 


of the bill, the second-class mail deficit will continue to the extent of 
about $200 million a vear. 


Mr. Gorman. That is right. 

Mr. Gross. I wondered if the magazine and newspaper publishers 
are prepared to pay it. 

Mr. Goran. As T say, I can speak for one. I suppose there are 
some magazines where a sudden increase of the whole business might 


work some hardship. But that is their problem, I am thankful, and 
not ours. 


Mr. Jonansen. Mr. Chairman? 
The Cratrman. Mr. Johansen? 
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Mr. JoHansen. Mr. Gorman, this may be an academic question, but 
are you simply wedded to the percentage of increase insofar as it re- 
lates to newspapers? Are you saying that you would support only the 
particular percentage proposed in this bill? 

Mr. Gorman. No. I thought I made that clear, that this is what is 
before us, and we are for it. But we are still for further increases if 
that is the thinking. 

Mr. JowHansen. Would it be your feeling that in the legislation 
that has been enacted in the past, setting a certain pattern of relation- 
ships between the various classes, that has, in effect, been a policy- 
setting procedure? In other words, that we have not completely 
dodged or deferred or evaded policy questions all these years, but by 
the very process of rate setting have been setting a pattern of policy. 

Mr. Gorman. I think the Congress has eained increasing courage 
toward meeting that deficit, and I would like to see it continue. 

Mr. JonHanseN. Would it be reassuring to the gentleman to know, 
without getting into personalities at all, ‘that I have heard Members 
of Congress as ‘well as new spapers express the view that this might not 
be the best year to do it? 

Mr. Gorman. I have read that, yes. 

Mr. Crpernerc. While I realize, Mr. Gorman, that you are not the 
business manager of your paper, I am also aware that you have wide 
experience as to what goes on in the business of your paper. Is it not 
true that in selling your own advertising you give a little more prefer- 
ential treatment to the man who takes more column inches per month 
than you do for the politician who runs for election every year and 
puts a political ad in your paper? I know when I advertise in my 
paper, which is associated with your paper, I pay a lot more per col- 
umn inch, because I put it in prior to the election time, than the store 
that puts in a contract for so many column inches per year. 

Mr. Gorman. As you know, the reason for that is that their contract 
calls for a minimum of so many inches certain days over a period of 
a year or whatever it might be. But if there were not such a continu- 
ous operation, they would be paying this other rate. For instance, 
one who is running for office would be better off if he put in an ad every 
week, you see. He would get a lower rate. 

Mr. Crpernere. I think we can apply that to a degree to the opera- 
tion of the Post Office Department. We have many users of the mail 
who use it every week, week in and week out, and normally they get 
a certain break for doing that. The average citizen who sends 1 or 
10 letters a month expects to pay a little more for putting a letter in 
the mail every ea than the man who puts a thousand articles in the 
mail every week. I do not think there is anything too unusual about 
that kind of a situation. I think the Congress has : already established 
that policy. There is no need to elaborate on it. 

Certainly, in my opinion, to defer a half-billion doll: ar deficit, or 
the interest on the deficit which has been accumulated since World 
War IT of $100 million a year, on the average taxpayer, to wait until 
we determine a policy which I think is, in effec t, really here—we might 
clarify it a little bit—is begging the question. I just cannot follow 
that reasoning at all. 

Mr. Gorman. I agree with that. 
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The Cuatrrman. Thank you very much, Mr. Gorman. 

The next witness is Mr. Robert T. Hartmann, chief of the Wash- 
ington bureau of the Los Angeles Times, appearing for Mr. Norman 
Chandler, publisher of the Los Angeles Times. 


STATEMENT OF ROBERT T. HARTMANN, CHIEF OF WASHINGTON 
BUREAU, LOS ANGELES TIMES, LOS ANGELES, CALIF. 


Mr. Hartmann. Mr. Chairman, and members of the committee, 
my name is Robert T. Hartmann, and I am chief of the Washington 
bureau of the Los Angeles Times, a morning newspaper published 
daily and Sunday in Los Angeles, Calif. 

I have been authorized to give the following statement to your com- 
mittee by Mr. Norman Chandler, publisher of the Los Angeles Times 
and president of the Times- Mirror Co., which also publishes the after- 
noon Mirrow-News in Los Angeles. 

The Los Angeles Times is currently observing its 75th year of 
continuous publication and maintaining its position as the most 
widely read newspaper west of Chicago, ‘With a daily morning cireu- 
lation averaging 428,: - } copies and a Sunday morning circulation of 
514.492. The Mirror-News, now in its eighth year ‘of publication, 
has a Monday through Friday circulation averaging 308,589. These 
are the latest Audit Bureau of Circulation figures, as of last Decem- 
ber 31 for the Mirror-News and as of September 30, 1955, for the Los 
Angeles Times. 

The Los Angeles Times circulation leadership in the West is well 
known to all of you gentlemen. It is concentrated in southern Cali- 
fornia but there are substantial numbers of readers elsewhere in our 
State, in Nevada and Arizona, and throughout the Southwest. How- 
ever, I believe it may surprise some of you gentlemen whose districts 
are a little bit beyond our general circulation area that in 1955, the 
Los Angeles Times surpassed every other newspaper in America in 
the amount of news and feature material published and in total adver- 
tising lineage. According to media records, we surpassed the second- 
place New York Times in news lineage by more than 2,700,000 lines 
and beat the runner-up in advertising, the Milwaukee Journal, by some 
5 million lines. 

Both of these are fine newspapers, and these comments are made 
not in any spirit of immodesty but merely to give Members of the 
Congress some factual and statistical basis for evaluating the views of 
Mr. Chandler and Mr. L. D. Hotchkiss, editor of the Los Angeles 
Times, or may I hereafter be permitted to say just “The Times,” on 
the propose “dl legislation before you. 

It is our understanding that in the main H. R. 9228 embodies the 
recommendations of President Eisenhower and the Postmaster Gen- 
eral to the current session which are substantially the same as those 
the administration proposed a year ago. 

Since we have had no editorial expression to date on the current 
bill, I believe the Times can speak for itself on the general subject of 
increasing postal rates in two editorials I have here, and which, if I 
may, rei ad only the pertinent parts of to save your time. 

The Cuarrman. The entire editorials will be put into the record. 

Mr. Harrmann. These editorials were published in the January 15 
and November 8, 1955 editions of the Los Angeles Times. 
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(The editorials referred to follow :) 
[From the Los Angeles Times, November 8, 1955] 


Boost IN PosTAGE RATES REASONABLE 












The proposal discussed between the President and Postmaster General Sum- 
merfield to make another effort to get the Post Office Department out of the 
red by raising first-class and airmail postal rates is a reasonable one and should 
meet with little public objection. 

Carriage of the mail has always been subsidized to some extent, even though 
on 1 or 2 occasions the Department has shown a bookkeeping profit; items such 
as interest on investment are omitted from the calculation. But currently the 
subsidy is unreasonably heavy. If legislation permitting the reorganization of 
the Department on business lines were adopted by Congress, as recommended 
by the Hoover Commission, the subsidy would be reduced, but Congress shows 
no signs of acting. 

The rate proposed, 4 cents an ounce for letter mail, is double what the rate was 
25 years ago. But other prices have more than doubled, and so have most wages 
and salaries. A 3-cent stamp is one of the biggest bargains in the country. We 
doubled the rate on postal cards not long ago and everyone granted the justice 
of the boost. The public will soon adjust to the 4-cent stamp. 










[From the Los Angeles Times, January 15, 1955] 


THE QUESTION OF POSTAL RATES 













Three questions are embodied in the President’s special message on postal 
rates, for in addition to recommending an increase in postal pay and a boost in 
postage rates he proposed a new method of control of postage rates by a commis- 
sion, instead of having them fixed by Congress as has always been done in the 
past. 


A LIVELY DEBATE 






There seems no controversy over whether the pay of postal workers should 
be raised. Everyone appears to agree that it should. But all indications are 
there will be lively debate over other portions of the message, and Democratic 
leaders doubt that Congress will enact an increase in rates or consider seriously 
the President's proposal for taking postage rates out of polities. 

However, the case the President made for an increase in postage rates on first, 
second- and third-class mail is a very strong one. The post office, since its estab- 
lishment, has almost invariably operated at a deficit, and there is no good reason 
why it should not pay its own way. 

The President left some minor considerations out of his argument, probably 
deliberately since he took note of one relatively minor matter, the services per- 
formed by the Post Office Department for the benefit of the blind. He suggested 
that this should have a separate appropriation and not be made a charge upon 
the postal revenues. 











FRAN KING PRIVILEGE 





It seems appropriate to call attention also to the large volume of franked and 
free-of-postage mail. This should not be made a charge upon postal revenues 
either. This newspaper, not having to face the wrath of Congressmen threatened 
with deprivation of their franking privilege, can call attention to them; probably 
the President hesitated. 

It is not only the heavy mail sent out by Members of Congress (Congressman 
Yorty, in running for the Senate, saddled the post office with an expense running 
into the hundreds of thousands of dollars, and others have done similarly) but 
also a huge mailing by the various Government departments that adds to the 
operating costs of the post office. Some of this may be legitimate but a great 
deal of it is handouts concocted by department press agents. 

If Congress and Government departments paid their own postage bills there 
probably would be a great deal less mail, which in many cases would save vast 
sums for the Government Printing Office as well. 

In discussing the pay raises the President made some startling revelations: 
it appears that the salary of some postal workers is governed not by the amount 
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of work they do or are supposed to do but by the number of cubic feet of space 
over which they have sway; and of other workers is governed by the number of 
employees under them. These are both such nonsensical principles on which to 
base a salary judgment, and so conducive to waste and extravagance, that they 
should be done away with forthwith. 

The raising of postal rates is another matter; and the argument for some in- 
crease appears to be unanswerable. The first-class rates have historically pro- 
duced most of the revenue, and are considered profitable, but the President notes 
the ratio in the last fiscal year has dropped to 40 percent, though the proportion 
of the volume of first-class mail to the total volume dropped only 3 percentage 
points from 1933. 

PAYING ITS WAY 


Second-class rates were deliberately set low, as a subsidy not to publishers 
but to the public, so that public information would be dispersed as widely as pos- 
sible. The increase would affect magazines more than newspapers, since a large 
proportion of the circulation of the latter is by carrier. So far as this newspaper 
is concerned, it has no objections to rates for second-class matter at a point 
which will cause such matter to pay its way. 

Third-class, or printed matter, consists largely of advertising and there is no 
reason the Government should subsidize that, though there is an argument for a 
low rate on books. 


For setting up a commission to deal with postal rates, there is a good deal to be 
said, but it is probably a waste of time to say it, Congress is unlikely to re- 

nquish its control, for political reasons. 

‘There are many ways in which the postal service could be improved which 
are not discussed in the message. There is still a lot of redtape to be cut, as any- 
one who has tried to buy a money order or register a letter can testify. In the 
mmatter of registry, the Post Office Department has priced itself out of a large 
and profitable market by raising the registry fee; banks and brokerage houses no 
longer deliver securities to their customers by registered mail. Instead they use 

dinary mail but protect themselves and the customers by insurance which 
osts a fraction of the registry fee. 

Mr. Harrmann. As of yesterday, I was authorized personally by 
Mr. Chandler to tell this committee that the Times’ position as set 
forth in these two editorials has not changed. I am not authorized to 
elaborate on matters of circulation or editorial policy which are out- - 
side of my primary responsibilities in connection with the Washington 
bureau and its reporting of Washington news. 

Thank you very much, gentlemen. 

The Cyatrman. Are there any questions ? 

Mr. Moss. I realize this is not your statement, but the statement of 
the publisher of the paper. I am interested, however, in the Novem- 
ber 8 editorial, in that it bears primarily on the first-class and airmail 
increases, with no comment on the second or third class. 

Mr. Harrmann. That comment, Mr. Moss, is over in the right-hand 
column, 

Mr. Moss. Yes, I was going to follow into that next. The state- 
ment in the January 15, 1955, editorial, says, “Second-class rates were 
deliberately set low as a subsidy not to the publishers but to the public.” 

If that is a fact, should the subsidy be paid by the other users of the 

mail, or should it be paid by the public, the ones who receive the 
subsidy ? 

Mr. Hartmann. I did not write this, and I am not familiar enough 
with it. 

Mr. Moss. Would you feel free to place an interpretation on it? 

Mr. Hartmann Actually, Mr. Moss, up until yesterday when I was 
told to do this, I had not given either the bill or the subject much study. 

Mr. Moss. I w ould just assume in reading it in everyday English, it 

says the subsidy is not to the publishers but to the public. In that 





POSTAL RATE REVISION 173 


case, if that is the fact, then the public should pay the subsidy. That, 
to my mind, would be broader. 

Mr. Harrmann. I think it goes on to say that the original point 
of this was so that information would get to the public. 

Mr. Moss. I have read the entire editorial. It also makes the ob- 
servation that so far as this newspaper is concerned it has no objection 
to rates for second-class matter at a point which would cause such 
second-class matter to pay its way. I assume inherent in that is the 
feeling on the part of the editor that we should determine what its 
cost is so that it can be paid. 

Mr. Harrmann. | suppose. I cannot find anything in here that 
specifically sets a figure or percentage, except that we have no objec- 
tion to the rates which were embodied in the President’s message a 
year ago. Jam so unfamiliar with this question, | do not even know 
what those rates were. 

Mr. Moss. Thank you. 

The Cuatrman. Mr. Dowdy ? 

Mr. Dowpy. Another thing in this ecitoris il of Jannary 15 is prob- 
ably that your editorial writer was 2 or 
he wrote it. 

Mr. Hartmann. It is possible. 

Mr. Dowpy. He complains that franked mail and the penalty mail 
is chargeable against the postal deficit. But in 1953, I believe it was, 
this Congress passed a law that that is no longer done. I have noticed 
that in several newspapers. They ought to bring themselves up to 
date before they write these editorials. That is my feeling. I just 
wanted to call attention to that. 

Mr. HarrMann. You are correct as far as I know. 

The Cuarrman. Mr. Cederberg ? 

Mr. Ceperserc. Mr. Hartmann, I realize you are here representing 
the Los Angeles Times, but nevertheless you are taking a complete ly 


3 years behind the times when 


impersonal view. Approximately, as an individual citizen and within 
your own family, how many first-class letters does your family send : 
month? I want to qualify this by saying that the very fact you are 


here and probably have relatives in California may increase that. But 
just how many letters does your wife, or do you as an individual, mail 
every month ? 

Mr. Harrmann. If you count all the bills I have to pay, it is quite 
a few. 

Mr, Ceverserc. About how many? You do not have to tell us how 
many are bills, because that is your own personal business. 

Mr. Hartmann. I would say to California perhaps 2 a week. 

Mr. Cepernerc. That is 8 a ‘month. 

Mr. Harrmann. 104 a year. 

Mr. CreperserG. That is 8 a month? 

Mr. Harrmann. Yes. 

Mr. Crperserc. We will give you 5 extra for bills. That is 13 
month. As an individual citizen of the United States and a family 
man, do you object to paying 4 cents for that letter rather than 3 know- 
ing full well the situation is the way it is, with the deficit in the Post 
Office Department ? 

Mr. Hartmann. No, I do not. I have become used to all the prices 
going up. It is just another one. 





174 POSTAL RATE REVISION 


Mr. Ceprerserc. Have you run across anyone in your experience here 
on the Hill, among the other members of the press, and your friends 
and so forth, who would object to raising it to 4 cents ? 

_ Mr. Harrmann. Frankly, Mr. ( Cederberg, we have not talked about 
it. 

Mr. Cepersere. It is basically of not too much concern, then, is it? 

Mr. Harrmann. I do not think so. It might be to a big business 
that is dependent on mail for communicating, but to the individual 
TI do not think it amounts to much. 

The Cuatrman. Thank you very much, Mr. Hartmann. 

The next witness is Mr. Steve Stahl, executive vice president, 
Oklahoma Public Expenditures Council, Oklahoma City, Okla. 


STATEMENT OF STEVE STAHL, EXECUTIVE VICE PRESIDENT, 
OKLAHOMA PUBLIC EXPENDITURES COUNCIL AND COORDINATOR 
OF THE NATIONAL CONFERENCE OF STATE TAXPAYER ASSOCIA- 
TION EXECUTIVES 


Mr. Stanzt. Mr. Chairman, and members of the committee, my name 
is Steve Stahl. I reside at 1919 Northwest 33d Street in Oklahoma 
City. I am the executive vice president of the Oklahoma Public 
Kxpenditures Council and coordinator of the National Conference of 
State Taxpayer Association Executives. 

The Oklahoma Council is a privately supported, statewide citizen 
organization devoted to the cause of efficient, economical government. 
The conference is an association of the executive officers of similar 
organizations in 37 States and the Territory of Hawaii. 

Gentlemen, it is not my purpose and, in fact, I am not qualified to 
discuss the technical aspects of postal rate revisions as proposed in 
H. R. 9228 or which may be considered by the Congress. 

But I am concerned over the continuing postal deficit and the effect 
of this deficit on the overall Federal financial picture. 

Since the end of World War IT, the Oklahoma Public Expenditures 
Council and the Conference of State Taxpayer Association Executives 
have advocated a balanced Federal budget. In fact, that item has 
been at the top of our list of objectives year after year. We have 
consistently supported the Congress in efforts to stop the spreading 
of red ink on our Federal ledgers. 

We are extremely pleased that this goal, even at a high level of 
spending and taxation, is in sight for the current fiscal year. We are 
equally concerned over any item which may throw the budget back 
into the red in fiseal 1957. 

It is for that reason I appear before you today to urge members of 
this committee to approve and support legislation whic hw ill pl: ace our 
postal services on a pay-as-we-go basis. This position is in harmony 
with the recommendations which have been made by both the House 
and Senate Appropriations Committees with regard to postal deficits. 

Records reveal that the accumulated postal defict since World War 
II amounts to $4.6 billion. This one item, alone, added to our huge 
Federal debt, is costing the Nation’s taxpayers approximately $100 
million annually in interest charges. We are all aware that the 
interest charge on the total debt now constitutes the second largest 
item in the Federal budget each year. 
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Gentlemen, I am gravely concerned about that debt as 1 know you 
Members of Congress are. I have been taught that running in debt, 
carelessly, beyond ability to pay, is a mortal sin. If it is a sin for an 
individual, then it is also sinful for a nation. 

I think we have perhaps been living in sin far too long. 

Further, there is a breaking point beyond which we cannot go and 
remain solvent. Perhaps we have reached that point. I know you 
need not be reminded that economic strength is as essential as military 
might in this cold war in which we are engaged; and, which at the 
moment shows no sign of ending in the near future. 

The estimated surplus of only $435 million in the 1957 budget is 
dangerously close. ‘This small surplus is predicated in part upon ap- 
proval of legislation to increase postal revenues by $350 million. If 
this increase is not forthcoming the slim margin would become razor- 
thin at best. 

I know you gentlemen in Congress are confronted with the question 
as to whether the post office is a service agency which should be financed 
in part out of general revenues or whether it is essentially a business 
activity which should be maintained on a self-sustaining basis. 

I would agree with the first Hoover Commission that it is primarily 
a business enterprise. On this point, | would call your attention to 
a additional facts: 

A very large part of the cost of postal service is paid through 
ant ges to the users and Congress on occasion has seen fit to adjust 
these charges. This would seem to indicate some precedent for the 
view that the post office should be largely self-supporting. 

2. In recent years, Congress has seen fit to enact legislation which 
daca to the other departments and agencies of Government the 
cost of handling their franked mail. This would also seem to indi- 
cate that the Congress has taken the position that the costs should be 
charged to the users of the service. 

F urthermore, several congressional committees, as well as the ex- 
ecutive branch, ‘and I believe this is since 1950, at least, have rece ntly 
been making rather thorough studies regarding the establishment of 
fair, uniform, and adequate fees and charges by Government agencies 
for work or services performed by them. For example, the Budget 
Bureau has issued at least two directives regarding the establishment 
of such fees and ¢harges. Proposals to increase postal rates to cover 
the cost of services would appear consonant with this whole movement. 
However, if Congress should determine that in certain areas the post 
office should serve, in part, as a service agency, I would like to submit 
the following recommendation for your consideration : I would like to 
depart a moment to make this observation, Mr. Chairman, and that is 
to the effect that I sincerely hope these recommendations will not be 
used to encourage delay in action to increase postal rates. The house 
certainly, as I see it, is on fire now. Let us put out the fire and then 
consider my recommendations, if mine have merit, or any others that 
have merit. 

However, I would like to submit the following recommendation for 
your consideration : 

That Congress determine the value of the public-service feature 
of each of the various functions of the post office which fall in this 
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category and provide for the financing of such service by direct appro- 
pri lation from the general fund; and 
That a plan or system be established for the purpose of periodi- 
Cs _; revising rates in order that public-utility features can be main- 
tained on a self-sustaining basis. 

The adoption of such a policy would accomplish three desirable 
objectives: 

1. It would provide Members of Congress as well as the general 
public specific information as to the cost of each of these services and 
an opportunity to compare value with cost. 

It would eliminate much unjustified criticism of the Post Office 
Department and its 500,000 dedicated employees. 

It would restore to Congress the ability to exercise fiscal control 
which it does not now have. 

Members of the National Conference of State Taxpayers Associa- 

tion Executives for many years have been concerned over the lack 

of congressional control of the Federal purse strings. Starting with 
the Congressional Reorganization Act of 1946, we have consistently 
supported practically every effort by the Congress to regain this 
control. 

That Members of Congress recognize the need for recapturing and 
reassuming this responsibility is evidenced by the fact that some 50 
proposals in this 1 area are in the congressional grist mills at the 
present time. It is our sincere hope that out of these many proposals, 
Congress can devise a workable, overall system which will leas that 
body to exercise its rightful authority over fiscal affairs and which 
will provide to Congress the tools necessary to the intelligent assump- 
tion of this responsibility. 

Let me point out that you Members of Congress are being held 
responsible, by a great many of our citizens, for this : authority whether 
you exercise it or not. Therefore, I would encourage you gentlemen 
who are members of this important committee to take the lead in 
bringing our Ship of State back to a safe and sane course. 

On the other hand, if you permit our postal services to continue 
to operate in the red, you will be condoning and encouraging fiscal 
irresponsibility in every other area of our Federal Government. 

I realize full well that raising postal rates in an election year re- 
quires a lot of courage. I know that you gentlemen, and all other 
Members of Congress, are constantly squeezed between two terrific 
pressures: on one side by promoters of new and expanded spending 
programs, on the other by demands for lower tax rates. I do feel 
sorry for you. 

Certainly it would be extremely presumptious of me to offer you 
gentlemen any political advice. But, in closing, I would like to report 
to you on one of the Oklahoma Public Expenditures Council’s activi- 
ties which I think has some significance. 

The council’s annual membership meeting was held on November 11 
last yea Some 500 members, representing every section and vir- 
tually every walk of life in Oklahoma, attended. They unanimously 
passed a resolution entitled “A Petition for a Solvent America.” 

This petition, a copy of which is attached, called on Congress to: 

1. Take such action as may be necessary to place our Federal Gov- 


ernment on a pay-as-we-go basis except in times of extreme emer- 
gencies. 
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To forego any reduction in taxes until such time as the budget 
is ato and a start made toward order ly reduction of the present 
burdensome debt. 

3. To approve no new or increased spending programs unless plans 
for financing such new or increased programs within the framework 
of a balanced budget be included as a part of the authorization. 

(The information referred to follows :) 


A PETITION FOR A SOLVENT AMERICA 


Whereas the Federal debt has risen to such proportions that the annual inter- 
est charge now constitutes the second largest item in the Federal budget; and 

Whereas the Federal budget remains out of balance even though the national 
income is now at an alltime high ; and 

Whereas a continuation of deficit financing by the Federal Government neces- 
sitates further increases in the Federal debt ; and 

Whereas continuing increases in the Federal debt will further depreciate the 
value of our American dollar ; and 

Whereas the financial chaos which will result from a continuation of this 
policy may well destroy our present form of Government and our individual 
liberty ; and 

Whereas Members of Congress, seeking reelection in 1956, will be subjected to 
terrific pressure to both reduce taxes and increase spending: Now, therefore be it 

Resolved, That members of the Oklahoma Public Expenditures Council, as- 
sembled at their ninth annual meeting, place themselves on record petitioning 
Congress : 

1. To take such action as may be necessary to place our Federal Government 
on a pay-as-you-go basis except in times of extreme emergencies ; 

2. To forego any reduction in taxes until such time as the budget is balanced 
and a start made toward orderly reduction of the present burdensome debt; 

3. To approve no new or increased spending programs unless plans for financing 
such new or increased programs within the framework of a balanced budget be 
included as a part of the authorization ; be it further 

Resolved, That copies of this petition be mailed to the President of the United 
States, the Secretary of the Treasury, the Budget Director, all Members of 
Congress, the national chairman of both major political parties, and presented 
to the proper committees of Congress at the appropriate time: be it further 

Resolved, That copies of this petition be mailed to the presiding officers of 
State and National organizations, and that such organizations, their members 
and all citizens be invited to join in this effort to protect the solvency of our 


Nation. 

Mr. Srauwv. This petition was picked up and carried as an ad in 
the Wall Street Journal on November 15. Beyond this ad there has 
been no concerted campaign to secure signatures. However, we have 
on file in our office several thousand signatures and they come from 
every State in the Union with the exception of Vermont. 

With your permission, Mr. Chairman, I would like to include with 
this statement excerpts from letters we have received regarding this 
petition. 

(The information referred to follows:) 


EXCERPTS FroM LETTERS RECEIVED BY COUNCIL ON PETITION FOR A SOLVENT AMERICA 
From private citizens 

“It seems to me that this is a good idea. I feel that some group in every 
State ought to be promoting a program such as this. Among the signatures on 
this paper are the district judge, the probate judge, and the county attorney.”—J. 
A. Fleming, county superintendent, Franklin County, Kans. 

“Herewith I return two petitions with signatures on ‘Solvent America’ with 
the observation that not one who was asked to read same refused to sign it. It 
appears to me that this activity if carried to consummation might have a salu- 


tory effect on some of our so-called lawmakers in the National as well as State 
areas.”—Dr. A. E. Hennings, Tuttle, Okla. 
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“This is the most sensible thinking to be brought to public attention in many 
years.’—George W. Clarkson, Springfield, Mo. 

“Tt is with genuine enthusiasm that I send you the signed petition based on a 
philosophy which will assure a solvent America. My most sincere congratu- 
lations to you for this fine effort.’—-Will Ecker, St. Louis, Mo. 

“Congratulations. I was in Germany during the great inflation. There will 
always be a Hitler to follow such wreckage.”—Roger C. Walcott. Rye, N. Y. 

“T am not a member of your organization but have held the same idea for 15 
yvears.”—Howard Falk, Orange, N. J. 

“Yesterday I noted in the Wall Street Journal an ad carrying ‘A Petition 
for a Solvent America,’ and I am taking this first opportunity to write you a 
note of congratulation. This appeals to me as being something really potent. 
Consistently distributed over the country I think it would result in a very 
considerable response—and I should think it would be productive of results in 
Washington. More power to you.”—Leslie A. Miller, Cheyenne, Wyo., (former 
Governor of Wyoming). 

“Thank you for writing us about the resolution adopted by the Oklahoma 
Publie Expenditures Council * * *. It is good to know that individuals * * * 

» undertaking to implement the necessary campaign for fiscal sanity in the 
operation of our Federal Government. I was much impressed by the presentation 
of the council’s resolution in today’s (November 15) Wall Street Journal. I am 
sure many people will sign the pledge which accompanied the story.”—J. Kirk 
Eads, manager, department of taxation and finance, Chamber of Commerce of the 
United States. 

“Please accept my signed petition for a ‘Solvent America’ which is enclosed. 
You may use it for whatever purposes you see fit which are in accord with your 
splendid program. It seems almost futile at times to try to do anything about 
this debt business with the Government. But, it is also thrilling to see that once 
in a while a group, such as yours, is really trying to make a dent. Accept my 
congratulations. I honestly believe that if our forefathers could see us now, they 
would be so ashamed of our financial management—with Government finances, 
I mean. A step like this of yours is certainly one in the right direction and wonld 
nike them not quite so ashamed. My best wishes for your success.”—Paul L. 
Harmon, American Fork, Utah. 

“Your advertisement setting forth your ‘Petition for a Solvent America’ ap- 
pearing in the Wall Street Journal, Tuesday, November 15, has caught the atten- 
tion and interest of our executive officers. The thought has been expressed that 
it should be brought to the attention of every Great Southerner. both in the 
home office and the field. With that in mind, I am writing to determine your 
position with respect to reprinting, with full acknowledgement, of course, in our 
magazine Great Southerner. If you find this request acceptable. your advice 
to that effect will be appreciated.”"—William Sexton, vice president and director 
of public relations, Great Southern Life Insurance Co., Houston, Tex. 


Mr. Sranw. Certainly the response indicates to me, at least, that a 
growing number of American citizens, perhaps a majority, are deeply 
concerned over the present financial plight of our Federal Govern- 
ment. They may not be vocal. IT know very few of them will take the 
trouble to write you a letter of commendation if you should decide to 
take this one major step toward fiscal responsibility. But I can assure 
you they will appreciate such action on vour part. 

Tn summation, we believe the post office to be a business activity of 
the Government. and our recommendation to the committee is to the 
effect that postal rates be revised to the extent necessary to place this 
activity on a self-sustaining basis. 

Mr. Chairman, T have with me a number of wires from other State 
associations approving this statement which, with your permission, 
I would like to read into the record. IT would say that this statement 
was mailed to these other executive officers only Monday. 

The Cramwan. How many wires are there? We do not want to 
encumber the record unnecessarily. 

Mr. Strant. It is entirely up to you. I think I have 8 wires and 1 
letter. 
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The Cuamman. That is all right. They will be included in the 
record. 

Mr. Sranv. Do you want me to read them or just give them to you? 

T he C HAIRMAN. Just explain briefly the gist of them. 

Mr. Rees. Where they are from, too. 

Mr. Stan. They are from Florida, Nebraska, Arkansas, Minne- 
sota, Wyoming, California, New Jersey, and Utah. 

The Cuareman. Is that on fiscal responsibility or on postal rates? 

Mr. Srant. They are in support, sir, of this statement which I have 
made to you. I think this one wire, perhaps, from California, pretty 
well covers all of them, if I may have your permission to read it. 

The Cuarrman. You may read it. 

Mr. Sranu (reading) : 

Heartily concur in your thoughtful statement about postal deficits and H. R. 
9228. It is in keeping with basic philosophy of California Taxpayers Associa- 
tion, National Conference of State Taxpayers Executives, and Hoover Adminis- 
tration for Good Government and Fiscal Soundness. 

I would like to add one other thing, Mr. Chairman. Among our 
members in Oklahoma we have a number of newspaper editors and 
publishers. I did check with a few of those before I came up here to 
make this statement to determine what their attitude might be. Among 
those was Mr. Ray Dyer, of El Reno, Canadian County, Okla., who 
publishes a daily, and, I am guessing, somewhere in the neighborhood 
of 5,000 subscribers. He did not have an opportunity to read this 
entire statement, but I digested it to him over the telephone and checked 
with him. His feeling is that the newspapers, while the press associa 
tion itself has not gone on record with regard to any increase in the 
postal rates, are extremely more concerned about the Federal debt and 
the Federal fiscal situation than they are about any increase that might 
be added to their newspaper rates. 

In talking to a couple of others, one of them did mention to me the 
fact that he hoped their rates would be increased on an equitable basis 
with other increases that might be proposed. 

The CHaiman. Thank you very much. 

Are there any questions / 

Mr. Lesinski ? 

Mr. Lestnskr. Mr. Stahl, I do not recognize the consistency. We 
tried to raise the postal rates in the 2d Congress. There was quite a 
complaint from the whole Nation. ‘The same thing happened on the 
House floor. Now, you are asking for fiscal responsibility and that 
the rates be increased. I do not understand why, when the problem 
is once posed to you gentlemen, you are opposed to it, and tod: Ly you 
come here and you are for it. Maybe you can explain that. 

Mr. Sranu. So far as I know, there has never been any time when 
the Oklahoma Public Expenditure Council or the State ‘Taxpayers 

Association have been opposed to a postal increase. It may be, sir, 
that we have been negligent or dilatory in not appearing before this 
committee when postal-rate increases were up in previous years, and I 
would accept that accusation. 

Mr. Lesinsk1. In that case, you mean that your group has been in 
favor of equitable postal increases right along, including back in the 
82d Congress? 

Mr. Sranw. I would say that is true; yes, sir. 
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The Cuatrman. Mr. Dowdy? 

Mr. Dowpy. Mr. Stahl, I am one who agrees with your statement 
that our Federal Government should be on a pay-as-you-go basis, 
except in time of extreme emergencies. 

In line with that, last year on a bill then pending on the House floor 
I offered an amendment that would forbid the expenditure of any 
funds appropriated in that bill in the event such expenditure would 
have the effect of increasing the national debt. I do not remember 
just how many votes my amendment got but I think it was 40, and 
there are 435 Members of Congress. That is not a high percentage. 
I am assuming that the Members of Congress were voting what the 
people in their districts thought-—or what they thought the people in 
their districts thought. It is serious. 

I think the people are ahead of their Representatives in their think- 
ing on this subject, but are failing to make their views known. 

I notice in one of your statements that continuously spending more 
than income is like living in sin. I believe that to be an apt compari- 
son. It is my understanding, or I have heard, that living in sin 
sometimes results in mishaps which, as a consequence, produce illegit- 
imate offspring. 

1 believe that the tremendous public-debt interest that we have to 
pay on our public debt today is one of those illegitimate offspring pro- 
duced in our Nation. I sincerely hope that something can be done. 
()f course, this is an extremely small portion of the public debt or the 
deficit that is confronting this committee now. Something much 
bigger than this has to be “done if we ever get fiscal responsibility in 
the Federal Government. It is going to be a responsibility of Con- 
gress, and the Executive as well, not to keep on asking for greater and 
greater appropriations when we do not have the money to meet them. 

This is Just one of the illegitimate offspring. 

Mr. Sranx. Congressman Dowdy, as I recall it was in 1954 when 
the Conference of State Taxpayers Association did appear before the 
Committee on Government Operations in support of the Coudert 
resolution which, apparently, is very much along the line of the legis- 
lation vou introduced. 

The Cuamman. Mr. Moss? 

Mr. Moss. I think with reference to the statement of Mr. Dowdy, 
we probably are a very sinful lot in this country on that basis, indi- 
vidually and as a Government. 

I am very pleased that the two recommendations contained in your 
statement have a direct relationship to the problem before this com- 
mittee. I think they are fundamental to any sound approach, setting 

rates which would be fair to the users of the postal service. I am 
very pleased also that there is a clear recommendation that those items 
which are intended to be public service items be directly appropriated 
for. It seems to me that if we can put these out, where we can focus 
attention on them and realize exactly what we are paying for, it has 
a very beneficial effect upon Government. 

The more we know about it and how it works and exactly how we 
spend the tax dollars, the more interest will be generated on the part 
of the taxpavers. 

Incidentally, the ad libbed hope that you expressed, that it not be 
used as a device to unnecessarily delay, is one that I can concur in 
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completely. I feel that this approach, concurrently with consideration 
of rates, but certainly in advance of any final adoption. of rates, should 
be made, and that the job, far too long delayed, finally be tackled. It 

certainly fits in with your statement ‘that the people hold us respon- 
sible for this authority, whether we exercise it or not. I think having 
given us the responsibility, they look to us to intelligently exercise it. 

The Cuatrman. Thank you very much, Mr. Stahl. 

Mr. JoHANSEN. Mr. Chairman, may I ask a question ? 

The Cuarrman. Mr. Johansen. 

Mr. JOHANSEN. I am very much interested in this recommendation 
on page 3, the first of your two recommendations. I am deeply con- 
cerned, though, over the fact which you stressed, that this question 
of determining the public-service features should not be used as a stall 
or a delaying tactic or have that effect with reference to the relief of 
the immediate situation. Is it your judgment that it is possible to 
carry out this recommendation in an orderly fashion and not stall on 
it either, and yet meet the immediate situation with respect to the con- 
tinuous day-by-day deficit first? 

Mr. Sraux. Congressman, I would hate to make a prediction as to 
the possibilities. Certainly it can be done, and it would be highly 
desirable if you can tie the two recommendations together. However, 
if that cannot be done, I would still recommend that We increase our 
postal rates at this time, rather than pile up another year’s deficit. 

Mr. Jowansen. In other words, you would rather delay neither of 
the steps, but certainly not delay the rate relief? 

Mr. Stranu. That is right. 

The CHarrMan. Mr. ( ‘ederberg? 

Mr. CeperserG. | just want to say that I do not think it requires 
much courage to raise postal rates in an election year. If the electorate 
has the facts, the fact that there is a $500 million debt distributed 
over 165 million people, $3 per individual, $12 for a family of 4, 
and the average family according to the Postmaster General’s letter 
sends out 15 letters a month (which I think is high) for an increase 
of $1.80 a year—if the taxpayers of this country have their choice 
they will take the rate. 

The Cuatrman. Thank you very much, Mr. Stahl. 

The next witness is Mr. James Free, representative of the Birming- 
ham News, Birmingham, Ala. 


STATEMENT OF JAMES FREE, WASHINGTON CORRESPONDENT, 
BIRMINGHAM NEWS, BIRMINGHAM, ALA. 


Mr. Free. Mr. Chairman, like Mr. Hartmann, of Los Angeles, 
am authorized to present an editorial here for my paper. I do not 
have a commercial, unless the committee would like one. 

The Cuarrman. That will not be necessary. 

Mr. Free. This particular editorial was printed on February 2, 
1955, but my managing editor, who is now editor in chief, has author- 
ized me to say that this expresses the newspaper’s viewpoint now as 
well as at that time. It is as follows: 


SHOULD PosTAL Service BE SELF-SUPPORTING? 


A question almost as old as the Nation is again before Congress. It was put 
there directly in a message from President Eisenhower to the Congress on 
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postal rates. The question is kept alive through the introduction of bills that 
tend to carry out the President’s recommendations. 

Should the Post Office Department pay its own way? Or should some of its 
services be paid out of the general revenue in recognition of social need and 
usefulness? On that dilemma Congress has been torn almost from the beginning, 
a fact which may have influenced the President’s suggestion that a commission 
be set up to determine postal rates within a broad policy set out by Congress. 

Seldom has the Post Office Department paid its own way. In only a handful 
of years have revenues of the Department been greater than its expenses. In 
recent years the annual deficits have been huge. The losses sustained in the 
last 9 years were greatly in excess of the combined deficits of all the preceding 
156 years. 

President Eisenhower's administration has been able to cut these losses some- 
what, however. The 1954 figure of $399,100,000 contrasts with $618 million the 
preceding year and $727 million in 1952. The administration proposes to elim- 
inate the deficit altogether by raising rates on first-class mail to 4 cents for the 
first ounce as well as boosting many other rates. 

There is no question but that rates should be increased if the Post Office 
is to be self-sufficient. While some economies can be effected, no doubt, it is 
hardly likely that the budget can be balanced without increasing revenue. Money 
has been saved in the last 2 years largely through cutting down on services, 
such as eliminating many small post offices, reducing mail deliveries, and the 
like. There is a limit to that kind of economy, if the people are to have essential 
services, and we may be pretty close to it. 

With the possibilities of reducing expenditures limited, the only alternative 
if we are to bring the Department’s budget into balance, is to increase the rev- 
enue. And that is what the President and Postmaster General are asking 
Congress to do. 

We want to maintain the Post Office Department at a high level of service. 
The Nation depends on it. Our political life, our social life, our business, 
almost the whole fabric of our society depends extensively on an efficient mail 
service. There is deep reason for the slogan that the mails must go through 
regardless of weather or disaster. 

But we question whether a moderate raise in postal rates, wisely distributed 
among the various kinds of mail, would seriously lessen the free flow of com- 
munication which is essential to the happiness and well-being of democratic 
peoples. Mail rates should be kept as low as possible, but when we consider 
that postage rates have not risen in relation to changes in the dollar as have 
other commodities and services, a slight boost at this time does not, we think, 
seriously menace the Nation’s economic health. 

We are not saying that the Postal Department has to be self-supporting in all 
its operations. Some of its services represent a responsibility to the public which 
might well be supported in part by general tax revenue. But a measure of fur- 
ther public contribution to reducing the deficits of the Post Office Departmen 
seems entirely within reason. 


The Cuarmman. Thank you very much. 

Are there any questions ? 

[f not, thank you very much. 

Next we will hear from Mr. Arthur V. Smith, postmaster, Pasca- 
goula, Miss., and who is also editor of the Postmasters’ Gazette. 


STATEMENT OF ARTHUR V. SMITH, POSTMASTER, PASCAGOULA, 
MISS., FOR EASTON KING, PUBLISHER, CHRONICLE STAR, 
PASCAGOULA, MISS. 


Mr. Smirxn. Mr. Chairman and committee members, I am Arthur 
VY. Smith, postmaster of Pascagoula, Miss. 

Prior to this connection, my entire adult businesslife was in the 
weekly newspaper field. lama past president of the Mississippi Press 
Association, and, at, present, editor of the Postmasters’ Gazette, which 
reaches 88 percent of all the postmasters in the country. For 14 
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years, I served as editor of the Pascagoula, Miss., Chronicle-Star 
und Moss Point Advertiser, a weekly newspaper, which currently has 
un ABC circulation of 5,200, distributed mainly in Jackson County, 


Miss. 

Mr. Easton King, the present publisher of the Pascagoula (Miss.), 
Chronicle-Star and Moss Point Advertiser, has authorized me to 
present this statement to the committee. Mr. King emphasizes that 
the editorial of March 4, 1955, which I shall read into the record, 
represented the views of this newspaper at the time it appeared, and 
that it represents his present position on the present rate proposals 
made by the Postmaster General : 


The politically kicked-around matter of increasing postage rates to at least 
partially offset the high annual deficit under which this Federal Department 
operates is again before Congress this year. 

Subsidies to various categories of mailers have brought about a deficit of 
$4.6 billion in the Department since World War Il. Interest alone on this is 
costing United States taxpayers $100 million annually. And this deficit, run 
ning at a staggering rate of more than $400 million a year, came during a 
period of economic prosperity unequalled in the history of the United States. 

The lion’s share goes to publishers of slick paper magazines and newspapers 
in the form of second-class rates, with the former accounting for the largest 
bulk handled in this class. 

In the fiscal year 1954 second-class mail accounted for 12.3 percent of the 
total number of pieces handled by the postal department. Twenty-two and 
five-tenths percent of the total weight, but produced only 2.4 percent of the 
total revenue. 

Second-class rates are substantially the same today as they were in 1982, 
but Government cost of handling is soaring every year. As an example, it cost 
$51.6 million more to handle second-class mailings in 1954 than in 1950. 

In the matter of first-class mailings the Government is also taking it on the 
chin. There has been no change in rates—3 cents for the first ounce—since 1982, 
but cost of handling has doubled during the same period. 

Postal authorities estimate that in 1955 it will cost 3.12 cents to handle a 
first-class letter mailed for 3 cents. In 1932 the cost was 1.89 cents. If the 
increase in general costs since 1932 was reflected in the first-class mailings a 
letter would cost 6 cents today. An increase to 4 cents has been proposed, but 
whether or not it will be approved by Congress is problematical. 

Third-class mailers are also riding a taxpayer subsidy. Last year this ac- 
counted for 26.6 percent of the total pieces handled by the post offices, 7.9 
percent of the total weight, but produced only 10.9 percent of the total revenue. 
In the same period it cost $108 million more to handle it than in 1950. 

In addition to the 1-cent increase in the first-class letter rate other moderate 
increases have been proposed which would not wipe out the $400 million annual 
subsidy, but would substantially reduce it. 

One is an increase of 15 percent for 2 successive years in publishers’ second- 
class rates. The increase would not apply to nonprofit religious, educational, 
veterans’, labor, or other publications of the same type. 

Neither would it affect within-county rates and privileges of weekly news 
papers. Only those publications printed for a private profit and distributed 
sectionally or nationally would pay the increase. 

In the case of this newspaper, largest weekly in the Deep South, the increase 
would mean less than $10 monthly in additional mailing costs. 
token increase is a masterpiece of understatement. 

Brunt of it would be borne by the big magazines with huge national circula- 
tions. These are the same publications that week after week preach Federal 
economy and point a trembling finger at Government “socialistic” practices. 

Yet they circulate powerful lobbies in Washington to prevent rate increases 
that would force them to bear at least a portion of their taxpayer subsidy. 
Same old story of “if it’s my subsidy it is all right, but if yours it’s ‘socialism.’ ” 

Somebody has to pay for postal service. Low rates are a farce when the 
difference is made up by the taxpayers. Those who get the benefits should 
bear the cost and not pass it along to the general taxpayer. 


To call that a 
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It is high time Congress stiffened its back and relieved the general citizenry 
of this constantly increasing burden which is reflected in profits for private 
individuals and corporations.—E. K. 

The CHatrman. As I understand it, that is an editorial of the 
Chronical-Star of Pascagoula, Miss. 

Mr. Smiru. Yes, and it appeared on March 4, 1955, and Mr. King 
says it represented his views then, and does now, on the bill before 
this committee. 

The Cnarmman. Mr. Easton King is the publisher of the Chronicle- 
Star; is that correct? 

Mr. Smirn. That is correct, sir. 

The Cuarrman. And you are the postmaster at Pascagoula, where 
the Chronicle-Star is published ? 

Mr. Smiru. Yes, sir, and former editor and publisher of that news- 
paper. 

The Cuarrman. How long have you been postmaster there ? 

Mr. Smiru. Twenty years. 

The Cxuarrman. How do you feel personally about the increase in 
the postal rates as proposed in the legislation before the committee? 

Mr. Sarr. I think the bill is a proper approach to reducing the 
deficit and bringing to postmasters, we who operate the post offices, 
needed equipment ‘and facilities which are imperative now. The 
postmasters see in this not only an approach to reducing the deficit, 
but in improving our facilities and our service. 

The Cuarrman. That is fine. 

Are there any questions? 

Mr. Rees? 

Mr. Rees. What is the population of your city? 

Mr. SmirH. 15,000. 

Mr. Rees. Do you have occasion to talk to groups of people with 
respect to the proposed legislation ? 

Mr. Surri. Yes, sir, I do. Having been in the publishing business, 
and in downtown Pascagoula, I talk to a great many people and to 
our patrons. May I say ‘this in observation: I have heard the public 
reaction to previous increases made, such as doubling the rate on 
postal cards. We recently raised rents on post office boxes and the 
Department has some administrative authority to increase some serv- 
ice rates. We have had no serious complaints of protest on any of 
them. Asa matter of fact, very few of our patrons knew it. On the 
postal card matter, the extent of public comments were in wisec racks 
or joking with us, but there was no reduction in sales and no serious 
complaints. 

The Cuatrman. What I am thinking of is this: You are in a posi- 
tion to talk to the patrons of your post office, I mean the general public, 
with respect to this problem we are discussing this morning, and prob- 
ably would be in a position, not necessarily to explain the legislation, 
but to talk about what the intent and purpose of it is. That is resolv- 
ing it down partly to a question of whether or not the people who will 
pay this extra postage want to pay it themselves, or whether we had 
better go ahead and charge it to the general public. What I am saying 
is that you are in a pretty > ood position to discuss the problem and find 
out how they feel about it. 

Mr. Sarrnu. I feel I am, sir. The public, particularly the small- 
business people, feel that increasing first-class rates to 4 cents is a good 
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way not only to reduce our deficit which we hear so much about, but 
to obtain additional money to operate the Federal Government. The 
most common expression is that the value of a letter at 4 cents is out- 
standing. They point out examples of how far it goes, how far it can 
go, how much they get for it, how necessary it is for them, and they 
are willing to pay for it. 

Mr. Gross. One question, Mr. Chairman. 

The CuarrmMan. Mr. Gross? 

Mr. Gross. Pascagoula is a town of 15,000 and this is a weekly news- 
paper; is that correct ? 

Mr. Smiru. Yes, sir. 

Mr. Gross. You have no daily paper there / 

Mr. Smirn. No, sir. 

Mr. Gross. You say “the lion’s share of the subsidy goes to pub- 
lishers of slick-paper magazines” or rather the editor does and you are 
speaking in his behalf, 

Do you have any suggestion for an increase in rate differential as 
between second-class publishers ¢ 

Mr. Sairn. It can teas my opinion that certain publishers do enjoy 
lower rates. The weekly newspapers do. 

Mr. Gross. Since you are saying that the so-called slick magazines 
get the lion’s share of the subsidy, so-called, do you suggest that a 
heavier rate be placed on the publishers of magazines than upon, we 
will say, weekly newspaper editors and small country dailies? 

Mr. Sairn. I think that the larger magazines, which are published 
by well-managed corporations, are mailed and carried farther and han- 
dled more than the weekly papers. That would be a justifiable reason 
for them paying a larger cost. 

Mr. Gross. Thank you. 

The Cuarrman. Thank you very much. 

We will next hear from Mr. John W. Fitzgerald, editor of the 
Pontiac Press, Pontiac, Mich. 


STATEMENT OF JOHN W. FITZGERALD, EDITOR, THE PONTIAC 
PRESS, PONTIAC, MICH. 


Mr. Firzeeratp. Mr. Chairman and members of the committee, my 
name is John W. Fitzgerald, editor of the Pontiac Press. 

The following is an editorial which appeared in the Pontiac Press 
February 11, 1956: 


PostaL RATE HIKE URGENTLY NEEDED 


The Pontiac Press is wholeheartedly behind Postmaster General Arthur FE. 
Summerfield’s plan to pull the Post Office Department out of the red by getting 
Congress to approve postal rate increases. 

Although the proposal includes raising the second-class rate covering news- 
papers and other disseminators of public information, it is necessary along with 
other proposed boosts to finance a badly needed building-modernization program. 

The plan, backed by President Eisenhower, would allow renovation of 2,500 
Federal buildings now cramped for space, using outdated equipment, poor light- 
ing, and heating. These conditions make for public inconvenience and low 
employee morale. To use Mr. Summerfield’s words they constitute a “national 
disgrace.” 

Despite all possible economy moves, the Department has been piling up a 
$500 million deficit each year. “We cannot justify dodging the cost of our mail 
deliveries and passing it on to our children,” the Postmaster General stated. 
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Besides a 30-percent increase in second-class costs over the next 2 years, the 
plan would boost price of present 3-cent (first-class) and airmail stamps 1 cent. 
Third-class rates would also be increased 30 percent. 

The first-class boost would cost the average family only 10 to 12 cents a month 
while helping provide them with a modern and more efficient postal service. 

Mr. Summerfield’s program is a must. Its realization is squarely up to 
Congress. 

The CuatrmMan. Thank you. 

What is the circulation of your newspaper { 

Mr. Frrzcrratp. Fifty-eight thousand. 

Mr. Gross. Mr. Chairman ? 

The Cuairman. Mr. Gross. 

Mr. Gross. How many copies go into the mail of the 58,000, on a 
daily basis? 

Mr. Frrzceratp. Seven hundred and forty a day. 

Mr. Gross. Seven hundred and forty ¢ 

Mr. Frrzceratp. That is correct. 

Mr. Gross. Thank you. 

Mr. Jouansen. Mr. Chairman ? 

The Cuairman. Mr. Johansen. 

Mr. Jouansen. What is your postal bill, both for your mailings and 
your first-class mail ? 

Mr. Frrzceratp. The total postage on newspapers during 1955 was 
$4,034. That covered 230,000 newspapers that were mailed. All 
other items that we mailed amounted to roughly 160,000, and the total 
cost on that was $4,800. 

Mr. Jouansen. Can you state very quickly what the increase in 
those costs would be in the two categories / 

Mr. Firzcrraup. Yes. The increase in the newspapers would be 
roughly $1,200 and for all other mail $1,500, 

Mr. JoHansen. What is your impression or understanding as to the 
feeling of publishers generally or within your area as to these pro- 
posed rates in both categories as they affect newspapers / 

Mr. Firzerravp. I cannot speak for all of them, but I do attend a lot 
of newspaper meetings during the year, and I do not think it concerns 
them very much. 

For most papers, the amount is so small that it is quite negligible to 
the operation of the newspaper. 

Mr. Jonansen. What knowledge, if any, do you have as to the 
attitude of the public generally and small-business men ¢ 

Mr. Frrzcrratp. I would say in Pontiac, Mich., which is strictly an 
industrial town, with a lot of General Motors plants, and plants of 
that type, I think the general feeling is that it is so small that they 
are perfectly willing to pay their own way. 

bir, JouHaNsEN. Thank you. 

The Cuarrman. Thank you very much. 

Mr. Dowdy ? 

Mr. Dowpy. You said you mailed 750 copies of your newspaper a 
day Q 

Mr. Frrzgreraup. Yes. 

Mr. Downy. How much is your daily mailing bill? 

Mr. Frrzcrraup. I have not figured it out per day. I figured it out 
by the year. 

Mr. Dowpy. You do not know, then, what the particular cost per 
day would be? 
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Mr. Firzcrratp. No. I cannot tell youthat. I would have to figure 
itout. I can figure it out. 

Mr. Dowpy. Let me ask you this question. I do not know whether 
you exactly said it or not, but do you agree with the statements made 
earlier that each class of mail should pay its own way ? 

Mr. Frrzceravp. Yes. 

Mr. Dowpy. I believe the cost ascertainment shows that newspapers 
and magaz#nes, and others, are paying about 20 percent of their way 
now. That would indicate you were in favor of increasing those 1 “ates 
five times. 

Mr. Frrzcreravp. I can speak just for owe own paper. I would say 
“Yes.” We certainly want to pay our own way. 

Mr. Gross. Of the 740, how many of them go free within county, do 
you know ? 

Mr. Firzceraup. Yes. It is very few. About 14. 

The Cuamman. Thank you very much, Mr. Fitzgerald. 

We will next hear from Mr. John C. Allen, the general traffic man- 
ager, Sears, Roebuck & Co., Chicago, Il., whom we are glad to welcome 
back to appear before the committee. 

This gentleman is well and favorably known to all of our committee. 
He was formerly one of the assistant postmasters general. 

We are glad to have you with us today, Mr. Allen. 

Mr. Rees. I would like to join the chairman in that statement. 

Mr. Auten. Thank you. 


STATEMENT OF JOHN C. ALLEN, GENERAL TRAFFIC MANAGER, 
SEARS, ROEBUCK & CO., CHICAGO, ILL. 


Mr. Auten. Mr. Chairman and members of the committee, my name 
is John C. Allen. I am employed as general traffic manager of Sears, 
Roebuck & Co., whose general offices are located in Chicago, IIl., and 
on whose behalf I am appearing here today. 

I have been general traffic manager of Sears since 1946 with the 
exception of 18 “months during which time it was my privilege to be 
associated with Postmaster General Summerfield as Assistant Post- 
master General, Bureau of Transportation. My employment with 
Sears in transportation started approximately 24 years ago. 

Sears, Roebuck & Co. operates 709 retail stores, and more than 600 

catalog sales offices in various locations throughout the United 
States. They also operate 11 mail-order plants. 

Our total annual sales volume exceeded $3 billion last year and i 
divided approximately 75 percent retail and 25 percent mail- Gude 
distribution. The mail-order division of our business involves distri- 
bution of approximately 70 million customers’ orders a year. We esti- 
mate that less than one-half of these 70 million orders are today dis- 
tributed through parcel post service. 

We appreciate very much the opportunity to present our views on 
this proposed legislation to you. 

The nature of our overall business makes us an extensive direct user 
of all classes of mail with the exception of second class. 

After very careful consideration of this proposed legislation, I am 
authorized to appear here today in support of this bill with one 
except ion. 


75403—56 13 











188 POSTAL RATE REVISION 


I have always been very much impressed with the good-citizenship 
policy advocated by my company to its employees and extremely proud 
of the good-citizenship policy my company has practiced as a business. 
It is this good-citizenship policy which brings me here today. 

This bill, if enacted, will result in sizable increased postage costs 
to Sears, Roebuck & Co. 

We have endeavored to follow closely the increased costs which the 
transportation and distribution businesses of this country have expe- 
rienced during the last 10 years. 

In this 10-year interval, as applied to Sears, railroads have success- 
fully increased their rates approximately 120 percent through the 
medium of general rate increases and the motor-carrier industry has 

received general increases approximating 170 percent. In no single 
instance has my company opposed these general increases because we 
have believed they have been logical and necessary. 

As a member of Postmaster General Summerfield’s staff, I became 
quite familiar with the Post Office Department’s costs, particularly 
its transportation costs. I also saw, at first hand, the sincere efforts 
made to intelligently reduce costs. 

I am convinced that postal-rate increases are necessary to reduce the 
postal deficit which I understand now approximates $500 million 
annually. 

During the last 10 years, parcel-post and fourth-class rates have 
been increased approximately 168 percent with other classes of mail 
receiving much lesser increases and in some cases no increase at all. 
It would seem, therefore, that any efforts to reduce a postal deficit 
through rate increases in the past have been directed principally to 
fourth-class mail channels. 

It is true that we have opposed some of these increases but solely 
from the standpoint that we believed it was unfair and inequitable to 
subject only certain classes of mail to rate adjustments. 

Frankly, we have been very much concerned with some of the dis- 
criminatory aspects in rates which have resulted from this policy. 

My company has never made it a practice of advocating increased 
costs for others but we have always firmly believed that equity was a 
necessary attribute to a proper postal-rate structure and we have been 
concerned, as previously stated, with a tendency to recover additional 
revenues and rates primarily from fourth-class mail. 

Exhibit I represents a comparison of the postal advertising rates 
paid on catalogs versus a magaine of the same weight. 

I see no point in reading exhibit I, Mr. C hairman, unless you care to 
have me do so, 

Under “Present” and “Proposed postage,” you will note that even 
with this increase there is a substantial difference in rates. 

Incidentally, postal advertising catalog rates have been increased 
117 percent since 1948. Magazine 1 ‘ates have been increased only ap- 
proximately 50 percent. 

The exhibit that I have prepared, Mr. Chairman, pertains only to the 
rate applicable on advertising. It has nothing to do with the rate 
applicable to editorial matter. 

The CHatrMan. It is just on advertising ? 

Mr. Auten. That is right. This is a comparison with the present 
rates applicable and the rates that would be applicable to various zones 
through the country. 
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For example, assuming shipments, in all instances from Chicago 
to Indianapolis, under the present postage rate the catalog cost is 
5 cents. 

The magazine cost for the same amount of advertising is 0.975 cent. 
In other words, it is less than 1 cent. 

Under the proposal the catalog rate would increase to 6 cents, an 
increase of 1 cent, and the magazine rate would go to 1.25 cents. 

The differential is minimized very slightly. I have also here, Mr. 
Chairman, the rates applicable in various zones throughout the coun- 
try. It would appear that the greater the distance, the less the differ- 
ential between the two rates. 

The CuHarrman. The entire exhibit will be copied into the record. 
(Document referred to follows :) 


Exnuistit I 


Comparison of present and proposed bulk third-class postage rates applying to 


catalogs with the present and proposed bulk second-class postage rates apply- 
ing to magazines 


{Comparison based on a catalog and magazine each weighing 7.99 ounces] 


Chicago to Indian- | Chicago to Toledo, | Chicago to Buffalo, | Chicago to Denver, 
apolis, Ind. (zone 2) Ohio (zone 3) N. Y. (Zone 4) Colo. (zone 5) 
Present |Proposed| Present |Proposed| Present | Proposed 
Postage | postage | postage | postage | postage | postage 








Present 
postage 


Proposed 
postage 

















Cents Cents 
































| 
} 
Cents | Cents Cents Cents | Cents Cents 
DE oivicn ania e 5.0 6.0 5.0 6.0 5.0 6.0 5.0 6.0 
Magazine.........- 975 1.25 131 1.75 1.95 | 2.5 2.6 | 3.5 
| 
is go). 4 Chicago to | Chicago to San 
Te Spokane, Wash. Francisco, Calif. 
ta | (zone 7) (zone 8) 
Present | proposed} Present a iebesedl Present | peeposed 
postage pos tage postage | postage a postage postage 
Cents Cents Cents | Ce mis | Cents Cents 
Ot iis At. osc cde 5.0 6.0 5.0 5.0 6.0 
EI nn dicen peeks eaieineicn 3. 25 4. 25 3.9 5. ° | 4. 55 6.0 





Mr. Auten. This bill proposes establishment of a commission on 
postal rates but fourth class is excepted. This would mean that if 
this portion of the bill becomes law, rates on the first three classes of 
mail would be determined by one body and fourth-class rates estab- 
lished by a separate one. In our opinion, all postal rates should be 
established in one place. 

The CHairman. Would you want the Interstate Commerce Com- 
mission to set all the rates? The Interstate Commerce Commission 
today sets rates on parcel post. 

Mr. Auten. They approve the rates, I believe, sir. 

The Cuarrman. That is right, and they are proposed by the Post- 
master General. 

Do you think there should be an independent body with the power 
to fix rates for all four classes or not, just one body ? 

Mr. Aen. I am trying to answer your first question, Mr. Chair- 
man. It would not seem advisable to me proper to put all postal 
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rates in the Interstate Commerce Commission. In answering the sec- 
ond question, it would seem to me that wherever it is decided postal 
rates should be worked out and set that should be true for all postal 
rates. 

I believe that is particularly true as between third- and fourth-class 
rates, because there are certain items of mail matter, and I refer par- 
ticularly to catalogs, some of which are third class and some of which 
go fourth class. 

It seems to me that the committee and the Post Office and the busi- 
nesses in general would be running into increasing problems if part 
of their advertising were in one class of mail and another part in 
another. 

The Cuarmman. I agree with you on that. 

If Congress, in its wisdom, would establish a rate commission, then 
certainly this commission ought to have the power and authority to 
fix all rates of mail, first, second, third, and fourth class. 

Mr. Auten. That is right. 

Mr. Gross. Mr. Allen, do you not think there ought to be a policy 
determination before a commission is established for that purpose? 

Mr. Auten. I would think there would have to be. Do you mean 
policy as to the level of the rates and the question of the extent to which 
different classes of mail should pay their way? 

Mr. Gross. That is right, the whole field of policy. 

Mr. Auien. It would seem to me that that to quite a degree would 
have to be a function of Congress. 

The Cuatrman. I think so. Congress should set the rules for the 
guidance of the commission. A commission without any standards 
set by Congress would be in kind of a hopeless maze, as I see it. 

Mr. Auirnw. And the commission to establish the rates premised 
on equity in conjunction with the rules established; yes, sir. 

The Cuarrman. That is correct. 

Mr. Aten. As I stated before, we believe very thoroughly that 
that should be applicable on all classes of mail, not just on the three 
classes. 

If the Postal Rate Commission is established, in our opinion, it 
should be authorized and empowered to prescribe fair and equitable 
postal rates on all classes of mail with no exception. 

When mention is made of the postal deficit and needs for addi- 
tional revenues, we immediately think of Public Law 199, the size 
and weight limitation law, and the loss of revenue the Post Office 
Department has sustained and the increased costs incurred. 

The Cuarrman. That is debatable. Public Law 199 is not before 
this body. I do not agree with you when you say you are getting into 
a debate about that. 

Mr. Auten. I appreciate that, Mr. Chairman. I just had a very 
brief expression of hope there. . 

The Cnarrman. Go ahead and read it, but we are not considering 
Public Law 199 here. 

Mr. Aten. Good business and citizenship dictates my appearance 
here today but it also suggests my expressing the hope that this 
committee will shortly carefully examine Public Law 199 and find 
it logical to act to eliminate the discrimination and difficulties in- 
curred by industry in general and retailing in particular. 
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No business enjoys increased costs and we are no exception. How- 
ever, we firmly believe that all postal rates should reflect to a much 
greater degree the cost of the service rendered. 

Business should not object to paying postal rates that are the 
result of a sound and efficient postal operation and postal deficits 
on all classes of mail should to a lesser degree be paid for out of 
general taxation. : Pane 

Thank you for the opportunity of presenting our thinking on this 
legislation to you. 

The Cuarrman. What is the entire postal bill of Sears, Roebuck 
annually ? 

Mr. AuLen. Exclusive of the parcel-post figure, Mr. Chairman-- 
I do not have that because I do not believe it is a substantial figure 
as paid by Sears—the total increase for first class and third class— 
well, the total increase in the items covered by this legislation, in 
other words, covering the books in the fourth class which I under- 
stand is proposed for increase—— 

The CHarrman. There is no second-class matter ? 

Mr. ALLEN. No; is estimated at just under $800,000 a year. 

The Cuatrrman. And how much of that is in first-class postage ? 

Mr. Aten. About $426,000, estimated. 

The CuHairman. How much do you estimate the increase proposed 
under this legislation would cost Sears, Roebuck per year? 

Mr. Atien. The figures I gave you are indicative of the increased 
cost to Sears. 

The Cuarman. The cost alone? 

Mr. Auten. The increased cost. 

Mr. Rees. This bill would cost Sears how much ? 

Mr. Atren. Just under $800,000 a year. 

The Cnatmrman. That would be the amount of the increased postage 
cost to your firm with the proposed rate increases? 

Mr. AttEN. That is the increased postage. 

The Cratrman. It would cost you about $800,000 a year? 

Mr. Auten. In increased postal costs; yes. 

The Cuarrman. How much of that would be in first ? 

Mr. ALLEN. About $426,000 of which would be in conjunction with 
our first-class mailings. 

The CrHamman. And the balance would be principally in your 
catalogs ? 

Mr. Auten. The balance is in third class. Well, from the mail-order 
side of our business, catalogs and merchandise shipments, shipments 
under 8 ounces, advertising circulars, bulk-mailing permits, which are 
negligible. On the retail side it would involve advertising circulars 
and bulk-mailing permits. 

The Cratrman. And your company is perfectly willing to pay the 
increased cost which would result from the enactment of this legisla- 
tion; are you? 

Mr. Auten. Mr. Chairman, no company likes to pay increased costs, 
but we feel, as good citizens, that the knowledge we have of this prob- 
lem makes it the only logical solution to the overall problem. 

So we are not opposing these increased rates in spite of the increased 
costs to us. 
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The Cuarrman. How about the increases in the freight rates? 

Mr. Auten. The general increases alone amounted to 120 percent 
as far as the railroads are concerned in the last 10 years, and the 
motortruck increases are approximately 170 percent. 

I have reference there only to the general increases. I have no 
reference to the specific commodity increases that might have been 
applied, or to the adjustments in minimum charges that might have 
been applied. 

The Cuatrman. And you are authorized by your officials or by 
your board of directors to come here and approve of this legislation ? 


_Mr. Auten. That is correct, with the one exception which I men- 
tioned in conjunction with the commission. 


Mr. Rees. You have been with Sears how long? 

Mr. ALLEN. 24 years, Mr. Rees. 

The Cuatrman. Mr. Gross? 

Mr. Gross. Mr. Chairman, I will say that I agree with the gentle- 
man, that while it is not contained in this bill, Public Law 199, fourth- 
class rates, has a very direct bearing upon the consideration of this 
legislation, in my opinion. 

I can recall that we had witnesses from the Post Office Department 
before this committee 2 years ago saying that the cream was being 
skimmed off the top, or, in effect saying that the cream was being 
skimmed off the top in the transportation of fourth-class mail and 
the handling of it. 

I say that it does have a very direct bearing upon this legislation 
we are now considering, whether it is contained in the bill or not. 

The Cuatrman. Are there any further questions / 

Mrs. Harpen. 1 regret that it was impossible for me to be present 
for all of the hearing this morning. Another committee, the Govern- 
ment Operations Committee, was sitting at the same time with im- 
portant hearings also. 

I regret that I did not hear all of your statement, Mr. Allen, but 
I commend you on what I did hear. I recall that when you were 
with the Post Office Department, you brought very fine statements at 
that time, too. 

Mr. Auten. Thank you, Mrs. Harden. 

Mrs. Harpen. We are glad to have you here this morning. 

Mr. CrprerserG. We can assume that your appearance here today is 
part of the good-citizenship policy of your company ? 

Mr. ALLEN. Very definitely, Mr. Cederberg. 

Mr. CrperserG. I want to say, too, the fine work that you did while 
you were here in Washington is being reflected in the operations of the 
Post Office Department, and we appreciate the time that you spent 
here. 

Mr. Auten. Thank you, Mr. Cederberg. I was fortunate in having 
some very, very competent associates and some real leadership. 

Mr. Rees I would like to join with the gentleman from Michigan 
in commending you for the fine service you gave to the public and this 
country during the time you were here. You did a fine job. 

The Cuamman. I would like to say that the procedures you estab- 
lished also with respect to policy have conserved a considerable 
amount of money each year. 

Mr. Dowpy. I would like to join the chairman in that statement. 
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As chairman of the subcomittee that looked into that subject, we 
found that that was very apparent in connection with the work of 
Mr. Allen in his association with the Post Office Department. 

Mr. Summerrietp. Mr. Chairman, I would like to add a word. 

As Postmaster General and as a citizen, I would like to add my word 
of commendation to Mr. John Allen and to the company that he 
represents. This is truly the American spirit as reflected by their 
attitude. They are realistic, but they are fair, both of them, Mr. 
Allen and his company, and I think the exampie set here could well 
be taken by others. 

I want to say that Mr. Allen made a great contribution at consider- 
able sacrifice to himself during the 18 months that he served as Assist- 
ant Postmaster General. The savings that he made to the Post Office 
Department and thereby to the taxpayers of this country were phe- 
nomenal. ‘The inspiration that he provided to those of us who had 
the privilege of working with him, I am not quite articulate enough 
to express. 

I am grateful for the things he did in the yesterdays, and I wish 
him every success in the future. 

Mr. Auten. Thank you. 

The Cuatrman. I also appreciate the position of your company, one 
of the largest users of the mails in the United States and one which 
will be materially affected by this legislation. 

You are showing a very fine spirit. Actually, all the large users 
of mail realize that there have not been proper increases in first, sec- 
ond, and third classes of mail, and many have said that we are using 
1932 revenues to pay 1956 costs. 

You already have mentioned the various increases in the transpor- 
tation field by the railroads. Naturally, there must be and has to 
be an increase, and an adequate increase, in the various classes of mail. 

All of us are concerned about this ever-growing deficit and it is 
just not fair for the general public to have to pay or to be taxed for 
the deficit. I want to compliment you, Mr. Allen, and your company, 
on the position taken here today. 

Mr. Auten. Thank you, Mr. Chairman. 

The CuarrMan. The next witness is Mr. Ross Messer, legislative 
representative of the National Association of Post Office and General 
Services Maintenance Employees. 


STATEMENT OF ROSS A. MESSER, LEGISLATIVE REPRESENTATIVE, 


NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL SERV- 
ICES EMPLOYEES 


Mr. Messer. Mr. Chairman, if it is agreeable with you, I will insert 
my statement and make a brief statement. 

The CuarrMan. Very well. 

Mr. Messer. My name is Ross A. Messer. I am legislative repre- 
sentative for the National Association of Post Office and General 
Services Maintenance Employees. 

Our 1954 convention approved a resolution requesting Congress 
make a study of the postal-rate situation and to reach a solution and 
enact legislation which would take care of the deficit in years to come. 
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Exactly how it would be done, we leave to the committee. But I 
might add that our association has no objection to the rate increases 
as proposed in H. R. 9228. 

I would like to say one word relative to our experience with second- 
and third-class mail, if 1 may. 

Prior to 1950, due to certain language in our constitution and by- 
laws, it was necessary that our monthly publication be mailed as third- 
class matter. It cost a penny per copy or approximately $85 per month. 
In 1950 our constitution and bylaws were amended so that we could 
secure a second-class permit, after which our mailing cost dropped to 
between $11 and $12 per month. We think we got a bargain. 

We are willing to pay our fair share of any increase Congress sees 
fit. to give us. 

The Cuatrman. Thank you. Your statement will appear in full 
at this point in the record. 

Mr. Messer. Thank you. 

(The statement referred to follows :) 


STATEMENT OF Ross A. MESSER, LEGISLATIVE REPRESENTATIVE, NATIONAL ASSOCIA- 
TION OF Post OFFICE AND GENERAL SERVICES MAINTENANCE EMPLOYEES 


Thank you, Mr. Chairman and members of the committee, for this opportunity 
to appear before you today. My name is Ross A. Messer. I am legislative repre- 
sentative for the National Association of Post Office and General Services Main- 
tenance Employees. 

Since the close of World War II the cost of postal operations has steadily in- 
creased until today when we are told by postal officials that the accumulated 
deficit since World War II is nearing $5 billion. In our opinion Congress should 
study this problem very carefully and bring forth the solution to the deficit. 

Our 1954 national convention in Detroit, Mich., approved a resolution request- 
ing a study of the postage rate structure by Congress and that after the study 
legislation be approved to eliminate the postal deficit. Mr. Chairman, I have 
attached a copy of this resolution on postage rates to my statement and request 
that it be made a part of the record immediately following my remarks. 

We all know that certain classes of mail are not paying their full share of 
the cost of postal operations. We further realize that certain considerations 
must be given to educational and religious publications, and other instructional 
or educational literature of this nature. We believe that consideration should 
be given to the various classes of mail and that the cost should be prorated to 
each class based upon service performed or equivalent value of the various types 
or classes of mail. We believe that the postal service should pay its way as 
nearly as possible, and that when services are rendered for other agencies of 
the Government the Department should be reimbursed as proposed in legisla- 
tion before Congress at the present time. 

The postal service has been a service organization for many years. Many 
services are rendered to the public which cannot or should not be charged to 
any particular type of mail. The cost of these services should be written off or 
charged to the general appropriations as a public service. 

Our association has no objections to the rate increases proposed in H. R, 9228. 
We think that the proposed increases are reasonable and just, and long overdue. 
In our opinion a definite policy should be established by Congress setting forth 
certain types or classes of mail that should pay their full cost and other types 
or classes which are to be wholly or partially subsidized or considered as a 
public service. After establishing the general policy to be followed, a commis- 
sion on postal rates could be established as set forth in title II of H. R, 9228, 
which would relieve Congress of establishing rates, but would still have the 
policy for the commission on postal rates established by Congress. 

I would like to point out our experience with second- and third-class mailing. 
Several years ago it was necessary for our association to mail our monthly pub- 
lication as third-class mail due to certain provisions of our Constitution and 
bylaws which did not meet the requirements for second-class mail. In 1950 our 
national convention amended the constitution and bylaws to conform with the 
requirements for second-class mailing after which we applied for and received a 
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permit for mailing the publication at the second-class rate. While we were imail- 
ing the publication as third-class mail the cost was 1 cent per copy or about $85 
per month; today the cost is between $11 and $12 per month. We feel that we 
are getting a bargain at the second-class rate. 

It is hoped that this committee will make a very thorough study of the postal- 
rate structure after which legislation will be enacted that will eliminate the 
deficit under which the postal service is now operating. 

I wish to again thank you, Mr. Chairman and members of the committee, for 
this opportunity to appear before you today and present the views of our 
association. 


NATIONAL ASSOCIATION OF PosT OFFICE AND GENERAL SERVICES MAINTENANCE 
EMPLOYEES 


RESOLUTION NO. 3, 1954 NATIONAL CONVENTION—POSTAGE RATES 


Whereas the Postmaster General has pointed out that the Post Office Depart- 
ment is operating at a deficit, and 

Whereas certain Classes of mail are not paying their cost while other classes 
are showing a profit: therefore be it 

Resolved, That this convention go on record as favoring a thorough study of 
the postage rate structure by Congress, and recommend legislation to eliminate 
the postal deficit ; and be it further 

Resolved, That a copy of this resolution be spread upon the minutes of this 
convention, published in the Maintenance News, and that copies be sent to the 
President, Vice President, Majority and Minority Leaders of the Senate, Members 
of the Senate Post Office and Civil Service Committee, Speaker of the House, 
Majority and Minority Leaders of the House, and to the Members of the House 
Post Office and Civil Service Committee, and to the Postmaster General. 

A motion was made, seconded, and unanimously approved providing that the 
convention minutes show that this resolution was approved without a dissenting 
vote. 


The Cratrman. I have here a letter addressed to me as chairman 
of the committee, from Mr. W. A. Paton, professor of economics 
and accounting, of the University of Michigan, strongly indorsing 
the provisions of H. R. 9228. 

His entire letter will be inserted into the record at this point. 

(The letter referred to follows :) 


UNIVERSITY OF MICHIGAN, 
SCHOOL OF BUSINESS ADMINISTRATION, 
Ann Arbor, March 14, 1956. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C. 

Dear Sir: I am very much interested in the hearings being conducted by 
your committee relative to H. R. 9228, particularly with respect to the proposals 
to adjust postal rates as provided by this bill, and I am accordingly taking the 
liberty of submitting this brief written statement of my views for your considera- 
tion. 

First may I identify myself. I hold the title of professor of economics and 
accounting at the University of Michigan, and except for interim appointments 
at the Universities of Minnesota, Chicago, and California, and a period in Govern- 
ment service, I have been teaching at Michigan continuously for over 40 years. 
During this time I have written extensively in my field, and my publications 
include about 15 books and around 100 articles and monographs. I should also 
point out that for many years I have had a special interest in problems of valua- 
tion, accounting, and ratemaking in the area of public-utility operation and have 
appeared as an expert witness before both State and Federal regulatory bodies 
on numerous occasions. 

As a citizen and fairly heavy individual taxpayer I am greatly concerned 
regarding the closely related subjects of (1) the level of Government expendi- 
ture and (2) the matters of integrity and efficiency in governmental operation. 
According to my view the Federal Government is already overexpanded, and 
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retrenchment rather than the taking on of new functions, requiring additions to 
the present terrific taxload and increasing the power of government over all 
of us, should be the order of the day. On the other hand it is also my view that 
every effort should be made to promote good management, including a high 
degree of financial responsibility and provide first-class service in all the tradi- 
tional and essential functions of government. 

Applying these underlying views to the problem of operating the post office 
I would like, in the first place, to emphasize the fact that collecting and deliver- 
ing mail is basically a business activity. This function is not a part of the inter- 
nal police power, or of supplying protection from outside aggression; neither 
does handling the mail, except perhaps in very minor aspects, represent any part 
of the activities which may either be referred to as “handouts” or “contribu- 
tions to the general welfare,” as one pleases. Handling the mail is nothing more 
nor less than providing transportation of written messages, printed matter, and 
merchandise for particular and identifiable persons, and at their specific request. 
This is simply business operation, plain and clear-cut; any other interpretation 
is ridiculous. Of course it is an important service, but so is the delivery of bread 
and milk. 

It follows that the patrons of the mail service, with very minor exceptions, 
should pay for the cost of service rendered. Of the many confusing and unfor- 
tunate aspects of present-day governmental activity, resulting in part from 
preoccupation with vote getting, there is none less defensible than the carrying 
on of an ordinary commercial activity at a deficit. This kind of operation 
loads taxpayers generally with a burden which should be assumed by the cus- 
tomers purchasing the particular service rendered. Such operation in private 
business would be roundly condemned by all of us, and could not persist for 
long; it is no less objectionable in the field of Government enterprise. How 
can Government ask us citizens for the right to extend State operation into 
other fields when Government has not yet learned the simple lesson of the need 
for fiscal responsibility and businesslike methods in the handling of the mail, 
which has been a Government monopoly for over a century? Deficit operation 
of a commonplace business such as gathering and delivering mail is inexcusable, 
and I hope the members of the committee will recognize this, and move reso- 
lutely in the direction of postal solvency. 

In short, the total revenues of the post office should at least roughly equal 
the total costs of operation, including the using up of plant and equipment. 
The customers of the mail service, in general, are fully able to pay for the 
service. Moreover, it is my earnest opinion that for the most part the cus- 
tomers are entirely willing to do this—assuming efficient use of their dollars. 
Almost all of the griping about the post office I have ever heard, over the years, 
has had to do with quality of service rather than cost. For the most part 
people are willing to pay for what they get, when they are brought face to face 
with the very practical necessity of doing so. 

Even if the foregoing position is agreed to there remains, of course, the serious 
problem of how to fix the prices of the various types and classes of service fur- 
nished by the post office, so as to provide a revenue total sufficient to cover all 
or substantially all of the cost of operation. This problem is especially difficult 
in Government monopoly operation, where there is no array of definite competi- 
tive charges to provide a yardstick (although there are alternative means avail- 
able for certain types of mail). I don’t intend to undertake a discussion of 
this question. In my opinion, however, the general approach of Postmaster 
General Summerfield and his staff is thoroughly sound. As I understand it, 
this approach contemplates moving toward an array of rates which give due 
consideration both to the assigned costs of providing the various classes of serv- 
ice and the values of the various services to the customers. In this connection 
I have only one suggestion to offer: The way to solve this problem on a sound 
basis is for Congress to grant to the post office the authority to change rates 
within a reasonable range, particularly with respect to second- and third-class 
mail. With such authority the post office would be in a position readily to ascer- 
tain, by the traditional method of “trial and error,” the rates consistent with 
the underlying economic factors inherent in the various services desired by the 
customers. Under a flexible rate structure a revenue total could be developed 
that would approximate the cost total, and at the same time assure reasonable 
and equitable treatment of the various groups of users. 

Respectfully submitted. 
W. A. Paton, 
Professor of Economics and Accounting. 
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Mr. SuMMERFIELD. I have a communication dated March 14, from 
the Executive Office of the President, Bureau of the Budget, signed 
by the Acting Director of the Budget, Percival Brundage, which I 
would like to have inserted into the recor d. 

The CuarrmMan. You may read it. 

Mr. SuMMERFIELD. The letter is as follows: 


My DEAR POSTMASTER GENERAL: You have informed me that you and your 
staff are now testifying before the House Post Office and Civil Service Commit- 
tee on H. R. 9228, a bill to readjust postal rates; establish a Commission on 
Postal Rates; and for other purposes. You have suggested that I give you any 
comments that I may have in support of your bill, for submission to the com- 
mnittee. 
As you have reported in your letter to the President, the Post Office Depart- 
ment has in the last 10 years exceeded its revenues by almost $5 billion, increasing 
the National debt by that amount. I certainly agree that it is not wise public 
or fiscal policy to continue to pass on to future generations the cost of today’s 
mail deliveries. 
This undesirable situation results primarily from two factors: (1) first-class 
rates have not been increased since 1932, and second- and third-class rates have 
never been increased sufficiently to pay their fair share of costs no matter how 
calculated; and (2) since 1945, salaries, fringe benefits to employees, and costs 
of transportation have been increased almost $1.7 billion. 
Under this administration airmail subsidies and the costs of handling penalty 
and franked mail are now being borne by the appropriate agencies, thus elimi- 
nating these amounts from the postal operating deficit. Since 1953 you have 
increased postal revenues more than $200 million by taking all possible admin- 
istrative actions in those areas where you have such authority. In the reviews 
which we have made each year of your operations in connection with the annual 
budget since the Post Office has been under your administration, it has been 
very clear that you have made successful, strenuous efforts to reduce the cost 
of handling the mails and to effect all possible economies. In spite of these 
actions and although you are of course continuing your efforts to make further 
economies, it is obvious that to maintain the type of service that is required 
there will have to be some recognition of increased costs in adjusting postal 
rates to achieve a balance between postal expenses and revenues. You have 
presented very clearly that this is also a necessary part of providing the pro- 
gram of improving and modernizing postal facilities over the next few years. 
The President in his state of the Union message and again in the budget 
message has stated that an increase in postal rates is necessary. This conclusion 
is supported by the reports of both the House and Senate Appropriations Com- 
mittees on the 1957 appropriation bill. The President’s recommendations re- 
garding postal rates therefore are a part of our 1957 fiscal program and ac- 
cordingly have been included in the estimates of revenues and expenditures 
as sent up in the 1957 budget. They should permit drastic reductions in the 
postal deficit in 1957 and, with continued success in economy efforts, make it 
possible for the postal service to become self-supporting in the coming years. 
We consider this legislation to be an integral and essential part of the Presi- 
dent’s program. It is my earnest hope that the Congress will recognize the 
need for this legislation and will enact it at the earliest possible date. 
Sincerely yours, 
PERCIVAL BRUNDAGE, Acting Director. 
The Cuarrman. All right, sir. Thank you. 
That concludes the business of the committee this morning. 


The hearings will now be recessed until next Tuesday morning, 
March 20, at 10 o'clock. 
(Thereupon, at 12:28 p. m., Friday March 16, 1955, the committee 
recessed, to reconvene at 10 a. m., Tuesday, March 20, 1956.) 
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TUESDAY, MARCH 20, 1956 


House or REPRESENTATIVES, 
ComMMiITTEE ON Posr Orrice AND CrviL SERVICE, 

Washington, D.C. 
The committee met at 10:20 a. m., pursuant to recess, in room 213, 

House Office Building, Hon. Tom Murray (chairman) presiding. 
The Cuarrman. The committee will resume hearings on the postal 
rate legislation. The first witness this morning is Mr. Marcus R. 
Braun, president of the Metropolitan Finance Corp., Westport Sta- 
tion, Kansas City, Mo., representing the Association of First Class 
Mailers. I understand he is president of the association. Mr. Braun. 


STATEMENT OF MARCUS R. BRAUN, PRESIDENT, ASSOCIATION OF 
FIRST CLASS MAILERS, KANSAS CITY, MO. 


Mr. Braun. Mr. Chairman, I have a prepared statement that I be- 
lieve allof you haveacopy. Is it proper for me to read this here now ? 

The Cuarrman. Yes. You may read it. It is not too lengthy; 
is it? 

Mr. Braun. No, sir; it is five pages. 

The CHatrMan. Very well. You may proceed. 

Mr. Braun. My name is Marcus R. Braun. Iam appearing before 
you today representing the Association of First Class Mailers, of 
which I am president. 

This association was formed early last year, by a group of small- 
business men and public-spirited citizens, to preserve and promote 
an efficient and an economical postal service for the distribution of 
first-class mail. We now have 125 members, and are continuing to 
grow. 

Most of us are small businesses and businessmen, of which I believe 
my business is probably quite typical. 

My own firm is Metropolitan Finance Co., a collection agency, 
specializing in collection of delinquent accounts for mercants, doctors, 
and hospitals, located principally in towns too small to support a local 
collection agency. 

Our business is submitted to us by free-larice solicitors, who con- 
tact prospective clients on a commission basis from coast to coast. 
Some of these solicitors work full time, but most work on a part-time 
basis. 

After accounts are accepted by us, we send a series of collection let- 
ters by first-class mail to the debtors, who may pay us by first-class 
mail, or pay the creditor direct, in his own hometown. 
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We handle about 50,000 to 75,000 new accounts per year, have 6 
employees in our office, in addition to myself, and last year spent 
$14,521.16 for first-class postage. 

We file no suits against debtors, do not garnishee wages, do not 
attach property, and employ no attorneys or collectors. Our collec- 
tion service is limited exclusively to correspondence with debtors by 
first-class mail. 

Last year we collected a gross amount of $152,562.07 which figures 
about 31 cents gross for every letter mailed. 

When you consider that out of this 31 cents we must pay our solici- 
tors for securing the accounts, our envelopes, stationery, bookkeeping, 
postage, as well as the client’s portion of what we have collected for 
him, I am sure you will realize that my employees, solicitors, and I, 
must work hard and efliciently, to earn a comparatively modest liv- 
ing. My overall expenses last year figured about 28 cents for every 
letter mailed leaving me about 3 cents per letter as compensation 
for my time, work, and investment. None of us has any delusion 
about getting rich quick by working at this business. Remember, 
State, local, and Federal taxes come out of this 3 cents besides. 

My purpose in appearing before you today is primarily to oppose 
the proposed increase in first-class letter postage from 3 cents to 4 
cents per ounce. 

I have read most of the testimony which was given before the 
House Post Office and Civil Service Committee in July of 1953. 

Much of this testimony appears to emphasize the obvious, namely, 
that an increase in rates, regardless of class, is going to throw a bur- 
den on business, in some cases comparatively light, and in others 
ruinously heavy. 

I am not going to take that part of it, because I think there will 
be plenty of people after me that will take that up. 

There are, however, other aspects of a first-class increase to be 
considered. 

1. First of all, the Post Office itself has for many years contended 
that first class was the only class of mail paying the post: office a 
profit. Their own reports indicate a profit of $87,371,144 on nonlocal 
and local first-class letters and packages for the last fiscal year end- 
ing July 1, 1955. The net profit for the fiscal year ending July 1, 
1954, was $87,327,680. A profit of $1,269,535 was made on airmail 
letters and cards during the fiscal year ending July 1, 1955. Why 
should the first-class user be taxed to pay losses claimed by the De- 
partment for other services being offered by the Post Office? 

First-class mail users already are being taxed to the tune of over 

$80 million per year. 
_ Since first class already pays its own way at present rates, an 
increase from 3 cents to 4 cents has the effect of further taxing first- 
class mail users in order to cover the losses generated by other postal 
services. 

By the Post Office’s own figures at last count. each piece of first-class 
mail has generated an average income to the Post Office of 3.56 cents 
with a cost of handling first class of only 3.12 cents per piece, thus 


aoe a net profit to the Government of over 14 percent on first-class 
mail. 
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Most businesses of my acquaintance would make fabulous profits 
if they could net 14 percent, particularly on the volume that the Post 
Office does, incidentally. 

To show what kind of profits the Government allows defense con- 
tractors, for example, an aircraft manufacturer’s president has re- 
cently testified to a congressional committee that his company’s net 
profit for the last fiscal year was less than 4 percent of its sales. 

Raising first-class letter postage from 3 cents to 4 cents per ounce 
would allow the Post Office to make the fantastic profit of over 46 
pre. on first-class mail. 

. When the Post Office Department offers figures stating that an 
increase from 3 cents to 4 cents will reduce the deficit by over $300 
million, it must assume that there will be no decrease in the tonnage or 
number of pieces of first class to be handled. 

While the Post Office may have a monopoly on first-class letter mail, 
it cannot force the public to use it to the same degree next year or 
the year after next. 

There is no question but what a certain percentage of first-class mail 
volume will dry up by increasing the price of the service. Numerous 
members of our association tell me, for example, that they would 
eliminate sending first of the month statements if the rate went to 
4cents. They would rely on invoices exclusively. 

In the case of my own business, I would estimate that from 25 to 
35 percent of our letters and notices are so marginal that an extra 
penny postage would make them unprofitable. T am sure you will 
agree that many businesses will not use first-class letter mail as exten- 
sively for many marginal purposes if the rate is increased to 4 cents. 

As a matter of curiosity, we have kept a record in our office of the 
number of pieces of advertising material sent to us for the month of 
February by first-class mail as against the number received by third- 
class mail. 

Third class is generally considered the advertisers’ class of mail. 

Nevertheless, we were surprised to learn that during this month 
period, we received 56 pieces of advertising by first- class mail, as 
against 163 pieces by third-class mail. 

“Tn other words, we received almost exac tly one-third as many pieces 
of mail advertising by first class as we did by third class. 

If this isa general condition prevailing, a surprisingly large amount 
of first-class mail is being used for adver tising purposes. And again 
I remind you that first- class mail returns a profit to the Post Office 
Department. 

The Post Office states it handled over 15 billion pieces of third-class 
mail during the last fiscal year. 

If one-third as much advertising material was sent by first-class 
mail as was sent by third class, that would mean that approximately 
5 billion pieces of advertising were sent by first-class mail last year, 
bringing revenue of at least $150 million in postage paid by adver- 
tisers using first-class mail. 

Isn’t it a bit presumptuous to assume that these advertisers would 
willingly pay the extra $50 million in postage assessed by a 4-cent let- 
ter rate on first-class mail? 

Unquestionably a high percentage of this first-class advertising 
mail would dry up, if the rate went from 3 cents to 4 cents. M: any 
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mailers using first class for advertising and sales purposes would prob- 
ably switch to third class or possibly cease use of first-class mail for 
advertising altogether. 

The law of diminishing returns operates even in the case of 
mena 

Postage is a tax deductible item for all business. An increase 
in firet. class mail rates for a corporation in the 52-percent tax bracket, 
for example, would have its income taxes reduced proportionately, so 
that the net gain to the Government would be only $48 for every addi- 
tional $100 spent on first-class postage. The other $52 would have 
gone into the Treasury in taxes, anyway. In the case of a small busi- 
ness like my own, the net cost to me would be about $70 for every $100 
additional postage because of a first-class increase. 

In the case of the consumer, such as the housewife, the college stu- 
dent, the soldier in camp, or those who are retired, such additional 
expenditure would amount to a 100-percent tax, since none of the in- 
crease would be tax deductible. 

If Congress is looking for ways to soak the little fellow, I honestly 
don’t know of a better way to do it than to increase first-class postage, 
because we all use it. This increase would in effect be an excise tax of 
33l4 percent on every letter mailed by every individual who cannot 
deduct postage as a business expense. 

The Association of First Class Mailers also protests increasing 
Bie il from 6 cents to 7 cents per ounce. Airmail now shows.a profit 
to the Dep: urtment. The Post Office Department has publicly declared 
that ordinary 3-cent letter mail can be handled more efficiently by 
planes between large metropolitan centers than by train. 

If this is true, by what reasoning can a raise in airmail from 6 cents 
to 7 cents per ounce be justified ¢ 

One of our members has suggested that airmal rates be changed to 
6 cents for the first ounce, and 3 cents for each half-ounce thereafter. 
We believe that such a rate would be much more conducive to use of 
airmail, which even at the 6-cent rate must be extremely profitable to 
the post office between metropolitan centers. 

The Association of First Class Mailers opposed appointment of 
a commission by the President to fix postal rates, thus eee rate fix- 
ing out of the hands of Congress. 

Postal rates are not so many or so complicated that an expert inde- 
pendent commission is necessary, as may be the case in establishing 
rates for other carriers by the Interstate Commerce C ommission. 

Since the post office has a monopoly on so many of its services, there 
is danger that such a commission would ey entually become self-serving. 

We doubt that in the long run such a commission would be as re- 
sponsive to the needs and wishes of postal patrons as are Congress and 
the ladies and gentlemen of this committee. For these reasons we pre- 
fer that rate-fixing powers be retained by Congress, as has alw: ays been 
the case for over 150 years. 

6. The Association of First Class Mailers respec tfully request that 
directory service be restored. 1 doubt whether there is a person in this 
room who has not had the exasperating experience of having first- 
class mail returned for lack of proper address when checking the near- 
est telephone book or city directory would have revealed that. the 
proper address was next door, across the street, or in the next block. 
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It is difficult to believe that it costs the post office less to return such 
mail to the sender than it would to look up the correct address in a city 
directory and properly deliver it. 

7. Congress has not made a definite statement of policy recently as 
to whether the post office is to be a business or a service institution. 

In order to determine the intent of Congress, it is, therefore, neces- 
sary to examine its course of conduct over many years. This course 
of conduct clearly demonstrates that the Post Office Department shall 
not be a business, but is rather a service institution, just as are other 
departments, bureaus, and commissions of the Federal Government. 

If the Post Office Department were a business, sound business prac- 
tice would long ago have closed all the post offices and stations that 
were operating at a loss, just as losing stores are closed by any mer- 
chandiser. 

Over half of existing post offices, and this is a conservative estimate, 
will continue to operate at a loss, even though all rates proposed in 
H. R. 9228 are put into effect. The post office freely admits that no 
fourth-class post office takes in enough revenue to pay the postmaster’s 
salary, to say nothing of other overhead expenses. Likewise, it is 
commonly accepted that all rural delivery routes are operated at a 
loss. 

If the Post Office Department were to be operated on a strict busi- 
ness basis one of the quickest solutions to wipe out deficits would be 
to abolish all fourth-class post offices and rural delivery, causing such 
patrons as are now so served to call in person for their mail at the 
nearest first-, second-, or third-class post office. 

No one is, of course, recommending such drastic action, but if the 
post office is to be operated as a business, sound business practice would 
demand it. 

Over the course of many years Congress obv jously has intended that 
yatrons serviced by rural delivery and fourth-class post offices shall 
1ave daily mail delivery, just as do patrons of profitable post offices 

in the larger cities. 

Rather than to increase the burden on patrons of presently profit- 
able post offices by an increase in rates which is in effect a special tax 
on them, the Association of First Class Mailers recommends that Con- 
gress appropriate funds to cover deficits or deficit post offices. 

Such deficit service should be properly paid out of the General 
Treasury, just as are deficits in other departments of the Government, 
such as Labor, Commerce, Agriculture, Interior, and Defense. 

May I point out, for example, that the service of no governmental 
agency is more widely used by our people than the Weather Bureau. 
Yet no one expects the Weather Bureau to operate at a profit, even 
though they make a charge for some services. 

While we are not here to recommend such action, deficits generated 
by rural post offices and rural delivery might appropriately be charged 
to the Department of Agriculture rather than to the Post Office 
Department. 

We, of the Association of First Class Mailers, know positively that 
there are deficit post offices but are not so sure that there are deficit 
classes of mail. 

8. Efficiency measures adopted by the post office have already re- 
duced the so-called postal deficit by millions of dollars during a com- 
75403—56——14 
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paratively short time. The present administration has done well in 
this regard. 

Continued efforts of this kind will doubtless further reduce this 
deficit. 

May I summarize in conclusion by saying that the Association of 
First Class Mailers opposes the proposed increase on ordinary first- 
class letter mail from 3 cents to 4 cents, opposes increase of airmail 
letter postage from 6 cents to 7 cents, favors keeping rate-fixing pow- 
ers in Congress and favors restoration of directory service. We also 
suggest that so-called postal deficits be approached from the stand- 
point of deficit post offices rather than rates. 

The Association of First Class Mailers respectfully submit these 
proposals for your consideration. 

The Cuarrman. When was the Association of First Class Mailers 
formed or organized ? 

Mr. Braun. It was just about this time last year, Mr. Chairman. 

The Cuatrman. How many members do you have? 

Mr. Braun. We have 125 members. 

The Cuatirman. Where did you have your first organization meet- 
ing? 

Mr. Braun. In Kansas City. 

The Cuamman. How many were present at that meeting? 

Mr. Braun. I would estimate probably 10 or 12 people. 

The Cuatrman. Who called the meeting ? 

Mr. Braun. I did. 

The Cuarrman. For what purpose was it called? 

Mr. Braun. There are a number of people in Kansas City with 
whom I am acquainted that were very concerned about the increase 
in first-class postage. .I took it upon myself to organize this group 
of people. We got a small amount of money together to start with. 
We used this money to mail the folks all over the country whom we 
felt were large first-class users. 

The CuarrMan. Since that time you have only attained a member- 
ship of 125? 

Mr. Braun. We didn’t have enough money to mail otherwise, Mr. 
Chairman. 

The Cuatrman. What are the dues or assessments of the members? 

Mr. Braun. They run all the way from $10 to $125 per member. 

The CHatrman. How do you fix the fees on a graduated basis? 

Mr. Braun. They are graduated on the basis of how much first- 
class postage is used. 

The Cuamman. You were elected president ? 

Mr. Braun. Yes. 

The Cuarrman. Who is on the board of directors / 

Mr. Braun. I will be glad to send the names for you. I don’t know 
that I have them here. I can tell you the names of a few. 

The Cuarrman. Do you not have a list of your officials? 

Mr. Braun. Yes;I do. I will get it over here. 

The CrarrMan. Very well. 

Mr. Braun. One of our members is Harold Knight. 

The Cuarrman. I was asking about the board of directors. I didn’t 
ask for the entire list of members. 
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Mr. Braun. I am just reading off the names of the officers and 
directors. He is vice president, Postal Life & Casualty Insurance Co., 
Kansas City, Mo. 

The Cuairman. Is that a mail order insurance company ¢ 

Mr. Braun. They do both. Mr. William C. Standard, partner of 
Standard & Ahearn Advertising Agency. 

The Cuarrman. What kind of advertising agency does it conduct ? 

Mr. Braun. It conducts all kinds of advertising business, news- 
papers, magazines, direct mail, radio, and TV. It is a general adver- 
tising oe 

The Cuarrman. Very well. 

Mr. meg Tom R. Crawford, who is in the real-estate business 
in Kansas City. 

The Cuarrman. Just the local real-estate business in Kansas City ? 

Mr. Braun. Yes, sir. Mr. Alvis Lane, who is a partner of Lane & 
Ephraim in Washington, D.C. 

The Cuarrman. What kind of business is that person engaged in? 
Mr. Braun. He isa lawyer. 

The CuarrmMan. Are they large users of the mail? 

Mr. Braun. No, sir; they are not. They are just public-spirited 
tizens that don’t believe first class should be increased. 

The Cuatrman. Are they attorneys for your association ? 

Mr. Braun. Yes,sir. They have not been paid any money, though. 
The Cuamman. We always live in expectancy and live for the 
future. 

Mr. Braun. Mr. Lane has not been paid any money whatsoever. 

The Cuarrman. But he is your attorney ? 

Mr. Braun. Yes; he represents us. He is a personal friend of mine. 

The Cuarrman. Do you have a Washington representative besides 
Mr. Lane? 

Mr. Braun. Mr. Hagen has been acting as our—he lets us know 
what is going on in W: ashington. Let us put. it that way. 


The Cuairman. That is our former colleague, Mr. Harold Hagen? 
Mr. Braun. Yes, sir. 


Mr. Rees. What does he do? 


Mr. Braun. He sends us copies of the bills as they come in and the 
copies of testimony, and so forth. 


Mr. Martin Bair of the National Research Bureau in Burlington, 
Towa. 

Mr. Walter Berkowitz of the Tension Envelope Co. in Kansas City. 

Mr. Stanley Field of the Bellsaw Machinery Co. in Kansas, City. 

Mr. Mitchell Hime, United Financial Service of America in Min- 
neapolis. 

Mr. M. C. Hutchison, General Finance Co., Kansas City. 
The Cuairman. What kind of organization is the General Finance 
Co. ? 

Mr. Braun. He is a competitor of mine in the collection business. 

Mr. Robert Myers, partner of Baird, Kirts & Dobson, certified pub- 
lic accountants. 

Mr. J. B. McSell, of Power Service, in Chicago. 

Mr. Corserr. Mr. Chairman, may I interrupt. What is this list 
of names contributing to the questions before the committee? 


_—- 
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The Craimman. This is the self-interest of the board of directors 
as to why they associated with the organization and why they are so 
intensely interested in keeping first-class mail from being increased. 

Mr. Corserr. This is like saying that I am interested in my gas 
bills and electric bills 

The CuarrMan. Furnish the rest of them. 

Mr. Braun. There are a few more. Mr. Horace Numm; Rosen D. 
Paraman, Merchants Protective Agency, Kansas City, Mo. Harold B. 
Weaver, Weaver Airline Personnel School, Kansas City. I will be 
glad to tell you the type of business that we have as members if you 
would like to know where they are located. I don’t care to give their 
names unless you insist on it. 

The Carman. I don't insist on it. 

Mr. Braun. The rest of our membership has been secured entirely 
by the use of first class mail. Would you like to see our mailing 
piece? TI havea copy of it right here. 

The CHarrMan. That is soliciting new members ? 

Mr. Braun. Yes, sir. 

The CuarrmMan. Let me get back to your own business. You state 
you are president of the Metropolit: in Finance Agency. 

Mr. Braun. Yes. 

The CHarrMan. That is a collection agency. 

Mr. Braun. Yes; we just collect accounts. 

The Cuatrman. That is a mighty high sounding name for a col- 
lection agency. 

Mr. Braun. You will find that a very few collection agencies use 
the collection agency name for a very good reason. They don’t want 
to embarrass a debtor when he writes ont a check or money order. 

The Cuamman. You say the post office should be organized as : 
service rather than a business institution ? 

Mr. Braun. Yes, sir. 

The Cuatmrman. In your case you are using the postal system as 
business institution; are you not? 

Mr. Braun. Yes, sir; Iam. 

The CnarrmMan. You are primarily dependent upon the mails. 

Mr. Braun. That is right. 

The Cuarrman. In other words, you could not operate your busi- 
ness without the use of the mails today. 

Mr. Braun. That is very true. 

The Cuarrman. When did you form this Metropolitan Finance 
Corp. ? 

Mr. Braun. I have been in business now, sir, since 1949. 

The Cyarrman. Where is your place of business in Kansas City? 

Mr. Braun. It is at 1129 West 41st Street, Kansas City, Mo. 

The Cuarrman. What office building is it? 

Mr. Braun. I bought an old plumbing shop and fixed it up and 
made it my office. I own the building. It is a little store building. 
We have 2,500 square feet. We are just little people, Mr. Murray. 
We are not big people. 

The CuatrmMan. Do you use much third-class mail ? 

Mr. Braun. I don’t use any third-class mail in my collection 
agency ; no, sir. 
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The Cuatrman. You say you use these free-lance solicitors to get 
business ¢ 

Mr. Braun. Yes, sir. 

The Cuatrman. Just how does that system operate ? 

Mr. Braun. I advertise. I have classified advertising in various 
magazines and newspapers over the country. These men write in. 
I tell them briefly what the proposition is. These men write in and 
I send them a kit of supplies and they go out and call on the smalltown 
merchant and solicit his past-due : accounts. When the accounts come 
to our office we immediately send him a check, depending on what the 
accounts are, what type of business, and so forth. From there on he 
has nothing to do with it. We handle all collections by direct mail 
exclusively. 

The Cnarrman. You pay him a certain fee for obtaining new clients 
or customers; do you not? 

Mr. Braun. Yes, sir; but his fee is not dependent on collections. 
He has nothing to do with collections. 

The Cuairman. That is all I care to ask. Are there any questions? 

Mr. Rees. I have just one question, I believe. If you were con- 
vineed that the first-class mail does not pay its way, then you would 
be in favor of increasing the mail rate, I assume. 

Mr. Braun. Sir, I ¢ annot as the Association of First Class Mailers 
take any position on other classes of mail. 

Mr. Rees. No, I am talking about you personally. If it appears 
from the testimony and the best evidence we can get that it does cost 


4 cents to carry first-class mail, you would not object to supporting 
that proposal; would you? 
Mr. Braun. Yes, I would object. The post office on record says 


vs 
they are making money. 


Mr. Rees. I am asking you aside from that. 

Mr. Braun. That is the first thing as I see it. 

Mr. Rees. I know it. I am just asking you this question because 
this is going to come up over and over again, I assume, and I thought 
I would clarify things a little. If you are convinced that it costs 4 
cents to carry the mail for you, then you would not object to paying 4 
cents, Iam sure. You would not want the Government to carry your 
mail at a loss; would you? 

Mr. Braun. Let us put it this way. 

Mr. Rees. Let us put it the way I asked you. 

Mr. Braun. If everybody in this room is willing to take a one-third 
cut in their income to make the Post Office not have a deficit, then I 
am in favor of it. That is what you are asking me to do. 

Mr. Rees. I am not asking you to do anything. 

Mr. Braun. You are asking me to take a one-third cut in my 
personal income so that the Post Office has no deficit. 

Mr. Rees. I am not asking you to do anything. 

Mr. Braun. Yes, sir. 

Mr. Rees. I am asking your opinion. You are a_ successful 
businessman out in the Midwest, and you are doing well, and all that. 
I want to know if it should develop that the cost is more than 3 cents 
to carry this mail, would you still object to the legislation ¢ 

Mr. Braun. I would have to examine my business to see what I 
can do. I might have to get out of business if that happens. I 
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could stay in business on a four-cent rate if that is what you mean to 
say. 

Mr. Rees. No. 

Mr. Braun. Today I could, but it would take just a little sliding 
off in the economy and my cost of operation—the gross of revenue 
that I get from my letters—would drop off to the point where a lot 
of the stuff that I use I just couldn’t use any more. It is a matter of 
the law of diminishing returns setting in. 

Mr. Rees. All I wanted was your opinion. 

Mr. Braun. Yes, sir. I am just going on facts as I know them 
today. That is all I am going on. 

Mr. Rees. I appreciate that. 

Mr. Braun. Yes, sir. Incidentally, this is not a professionally pre- 
pared statement. I prepared this statement myself. I have not had 
any help from any lobbyist or anything like that on this statement. 
This is just the idea of myself and the people I represent. 

Mr. Rees. You don’t need a lobbyist before this committee. You 
presented a well-prepared statement. 

The CuatrmMan. Are there any other questions? 

Mr. Ruopes. Mr. Chairman, I want to commend Mr. Braun. I 
think it is a very excellent statement. I think he points out the defects 
in this bill, and the glaring inequities which, in my opinion, justify 
the defeat of this legislation. 

I want to say, too, that you have shown a lot of courage in coming 
here. It is good for me to know that at least somebody is going to 
come here and speak for the little fellow. As a rule the user of first- 
class mail has no one to speak for him. I think you made a very 
excellent presentation. 

Mr. Braun. Thank you, Mr. Rhodes. 

Mr. Creretia. I don’t have a brain large enough to answer my 
colleague from Pennsylvania, so I will ask the gentleman some ques- 
tions. You operate the Metropolitan Finance Corp. ? 

Mr. Braun. Yes, sir. 

Mr. Creretta. Is that a collection agency ? 

Mr. Braun. Yes, sir. The reason we use the term “finance” is to 
avoid embarrassing a debtor when he goes down to his local post 
office to buy a money order or to write a check. 

Mr. Creretia. You are concerned about the debtor and embarrass- 
ing him? 

Mr. Braun. Yes, sir. Nobody is embarrassed paying a finance com- 
pany but they are embarrassed in paying a collection agency. 

Mr. Creretia. Are you incorporated / 

Mr. Braun. Yes, sir; we are incorporated in Missouri. 

Mr. Creretta. What is your capital? 

Mr. Brawn. I believe my authorized capital is $2,500. 

Mr. Cretrecta. How much cash has been paid into it? 

Mr. Braun. I bought this business from another party. 

Mr. Crerecia. Just answer the question. 

Mr. Braun. $6,000. 

Mr. Creretia. You dun people for accounts; do you? 

Mr. Braun. Yes, sir. 

Mr. Crerecia. What is your rate of collection—50 percent? 

Mr. Braun. It ranges from 15. 
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Mr. Crerecia. Answer my question, please, if you can, “yes” or 
“no.” Do you get 50 percent ? 

Mr. Braun. On accounts over a year old; yes. On accounts less 
than a year old, it is less than 50 percent. 

Mr. Creretta. How much less ¢ 

Mr. Brawn. It is 15 percent on accounts less than 90 days old, and 
25 percent on accounts from 90 days toa year old. 

Mr. Creretia. And the majority of those you get are more than a 
year old? 

Mr. Braun. Yes, sir; they are. 

Mr. Crerecta. And you get 50 percent for that ? 

Mr. Braun. Yes, sir. 

Mr. Creretta. How much do you pay your solicitors for soliciting 
the account ? 

Mr. Braun. We pay our solicitors all the way from 30 to 75 cents 
for each account of $5 or more, depending on the type of merchant 
that he calls on. 

Mr. Crereitta. How many letters do you send out on each account ? 

Mr. Braun. We send out a minimum of five letters. 

Mr. Creretia. Do you have copies of these letters available ? 

Mr. Braun. No, sir; I do not. 

Mr. Creretia. Will you see that the committee is furnished with 
a copy of each letter that you send to each creditor ? 

Mr. Braun. Yes, sir; I will be happy to. I have no objection to 
that. 

Mr. Creretia. Will you furnish that to the committee ? 

Mr. Braun. I will be happy to; yes. 

(The letters referred to appear at the end of these hearings.) 

Mr. Creretia. Do you further advertise delinquent accounts after 
they are turned over to you for sale? 

Mr. Braun. No,sir. We contact no one. 

Mr. Creretia. Just answer my question, please. 

Mr. Braun. No, sir; we do not. 

Mr. Creretia. You don’t advertise them ? 

Mr. Braun. No, sir. 

Mr. Creretia. Do you send out a yellow sheet or a form to a debtor 
that his account is going to be published 

Mr. Braun. No, sir. 

Mr. Crere.ya. Or going to be displayed ? 

Mr. Braun. No, sir. 

Mr. Crereiia. Or advertised for sale? 

Mr. Braun. No, sir; not at all. 

Mr. Crereixa. In the event that a debtor fails to pay his account 
to you 

Mr. Braun. Mr. Chairman 

Mr. Creretia. Just a moment, please. 

Mr. Braun. All right. 

Mr. Crere.ia. If a debtor fails to pay his account to you, what is 
your next step? Do you turn it over to an attorney for collection 2 

Mr. Braun. No, sir. We do nothing but write letters and notices 
to the debtor. We do not employ any attorneys. We do not forward 


any accounts to any other agency. The money is paid only to us or 
the creditor. That is all. 
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Mr. Creretia. If you cannot collect the account 

Mr. Braun. Then we turn the account back to the creditor. 

Mr. Creretta. You don’t give it to any attorney for collection ? 

Mr. Braun. No, sir. 

Mr. Crerevia. Are there any attorneys connected with your organ- 
ization ¢ 

Mr. Braun. No, sir. 

Mr. Creretta. What is your mail bill now ? 

Mr. Braun. I read it to you here—$14,521.15 was my postage bill 
last year. 

Mr. Creretia. Has this Metropolitan Finance Corp., a corporation, 
filed an income-tax return for the year 1955? 

Mr. Braun. Yes, sir; they have. 

Mr. Creretta. From what State? From the State of Missouri? 

Mr. Braun. Yes, sir; from the State of Missouri. 

Mr. Creretia. How much business did the finance company or did 
this company do in 1955 in collection work ? 

Mr. Braun. $152,562.07. That is our gross collection. 

Mr. Crererta. What was the take of your company in collecting 
that amount of money ? 

Mr. Braun. What was the take? 

Mr. Crerecia. Yes; your net profit before taxes. 

Mr. Braun. I don’t quite understand what you mean. Do you mean 
what did I make out of the business ? 

Mr. Creretita. What did the Metropolitan Finance Co. take in as 
its share of this business in writing letters to delinquent accounts? 

Mr. Braun. I don’t have that figure with me. I couldn’t tell you 
offhand. 

Mr. Creretxa. Is that figure available, too? 

Mr. Braun. I expect it would be. I would like to have you indicate 
more closely exactly what you want on that figure. Do you mean what 
is our gross profit on the business? 

Mr. Creretia. I would like to know something of the finances of the 
Metropolitan Finance Co. 

Mr. Braun. I will be glad to send you a copy of my income-tax 
statement, if that is what you would like to have. I would be very 
happy to do that. 

Mr. Creretxa. I should like to have that. 

(The information referred to appears at the end of these hearings.) 

Mr. Braun. I have no objection to that at all, although I honestly 
don’t know what that has to do with the first-class letter rate. 

Mr. Crerecia. Let me ask the questions and you answer them, 
please. 

Mr. Brawn. Yes, sir. 

Mr. CreTetta. You wouldn’t want to swap places with me? 

Mr. Braun. No, sir. 

Mr. Crerecia. Let me ask the questions and you answer them. 
Mr. Braun. Yes, sir. 

The CrHatrman. Mrs. St. George. 

Mrs. Sr. Grorcr. Mr. Braun, you have been in business since 1949 
as the head of this finance company ? 

Mr. Brawn. Yes. 

Mrs. Sr. Grorce. Of course, that is a comparatively short time. 
Have your experiences as to salary and everything else increased in 
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that period? Do you pay higher salaries? Do you pay more for 
supplies and so forth? 

Mr. Braun. Yes, I do. 

Mrs. Sr. GEORGE. Of Sorat you realize that first-c ‘lass mail has not 
increased since 1932. I do not think any other business would even 
pretend to run on that basis, do you‘ Do you know of any business 
that is selling its product for a 1932 price in today’s market? I don’t 
think there issucha business. I think we both agree that is impossible. 

Mr. Braun. However, the post office is still making money at 3 cents. 

Mrs. Sr. Grorce. I question that statement. I notice you made it. 
But in the figures that we have from the Post Office Department I do 
not think it came out exactly that way. I think they were not making 
a profit. There were certain other things charged to first-class which 
brought it down. 

Leavi ing that aside, you still admit that there is no business that is 
selling its s product at the 1932 rate today. 

Mr. Braun. Let me answer it this way. We have not increased the 
price of our collection service since that time. 

Mrs. Sr. Georce. You have only been in business 6 years. 

Mr. mean Our commission rate is still the same. 

Mrs. Sr. George. You do admit that your costs are higher? 

Mr. Brav n. We are in this position. We are being caught in the 
squeeze of higher costs and still having the same commission rate. 

Mrs. Sr. Grorer. Then you are in very much the same position as 
the Post Office Department, only a little less so because you have 6 
years and they have 26 years. 

Mr. Braun. Yes. 

Mrs. Sr. George. Another thing you say in your statement, and I 
think you are entirely correct, is that taxes—State, local and Federal— 
come out of this 3-cent profit. 

Mr. Braun. That is right. 

Mrs. Sr. George. You also realize that out of those taxes comes the 
postal deficit. The Government is not paying for that out of thin 
air. It is paying for it out of your taxes. 

Mr. Braun. That is right. 

Mrs. Sr. Grorce. So it is just a question of whether you are going 
to pay it in one way or another. You are going to pay it anyway. 

Mr. Braun. That is right. 

Mrs. Sr. Grorce. Any Government deficit you are going to pay, 
with interest on the debt and everything else. 

Mr. Brat x. That is correct. 

La HAIRMAN. Mr. Gross. 

Mr. Gross. Mr, Chairman, I should like to pose a question of policy. 
Is it oe be the policy in the continuation of these hearings to ask 
witnesses to bring in their income-tax statements and file them as a 
matter of record ¢ 

The Cuamman. I do not think so, Mr. Gross. 

Mr. Gross. If that is going to be the policy— 

The CuarrmMan. I said I do not think so. 

Mr. Crerecia. I withdraw my request. 

Mr. Gross. Justaminute. I didn’t yield the floor. 

The Cuamman. You asked me a question and I said it was not the 
policy. 
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Mr. Gross. I was speaking to the gentleman on my right, Mr. 
Cretella. If that is to be the policy, I ‘think we ought to recall wit- 
nesses who have previously appeared before this committee. I think 
we ought to recall the previous witnesses before these hearings end so 
that we may have all of the statements of tax payments. 

The Cuamman. That is not the policy of the committee. I will 
say that definitely. 

Mr. Corserr. Will the gentleman yield ? 

Mr. Gross. Yes, I will be glad to yield. 

Mr. Corzerr. I would like to associate myself with the gentlemen’s 
statement. The witnesses have a grueling experience anyhow in their 
appearance here. I do not think they should be intimidated or in any 
way embarrassed. They are here to discuss the merits of the ee 
tion. We can disagree as vigorously as we please, but I just feel that 
I do not want to be part of : any attempt to browbeat witnesses as a 
member of this committee. 

Mr. Gross. Mr. Chairman, I want to say, if I still have the floor, 
that we ought to welcome witnesses on both sides of the question. The 
witnesses that have appeared prior to this time have been very well 

treated by this committee, and I see no reason for the badgering that is 
now starting in the committee with respect to the witnesses who appear 
on the other side of this quetion. If this course is to be followed we 
are going to have some fun in this committeee before these hearings 
end, I can promise you that. I yield the floor. 

The Cramman. I think it is perfectly proper that any committee 
member can ask a witness about any self-interest he might have in 
presenting his testimony, and about how it affects his business and 
whether or not he is solely dependent upon the use of the mails for 
the operation of his business. We want to treat all witnesses fairly, 
but it is certainly within the province of this committee to inquire 
into the self-interest of witnesses in connection with their testimony. 
Mr. Gubser. 

Mr. Gunser. Would you mind, sir, repeating a figure which I know 
you have previously quoted, and that is the exact amount which you 
personally pay through your business in first-class postage ? 

Mr. Brawn. It is in my prepared statement; $14,521.16. 

Mr. Gusser. In other words, an increase of 1 cent on first-class 
postage would amount in your case to 

Mr. Braun. About $5,000. 

Mr. Gurser. $4,840, ‘roughly. 

Mr. Braun. Yes, sir, it would. 

Mr. Gursrer. You have made the statement that you believe that 
the post office is a service. 

Mr. Braun. Yes, sir. 

Mr. Gunser. If first-class mail is costing 4 cents per ounce to de- 
liver—and everything that we say from here on out is conditioned 
upon that “if”—then the situation is such that you are receiving a sub- 
sidy of $4,840 which you, by your testimony, will charge as a public 
service: is that correct, keeping the word “if” in there? 

Mr. Brawn. If the rate is increased to 4 cents, it still doesn’t take 
care of all the third- and fourth-class post offices that are losing 
money. 

Mr. Gusrser. I am coming to that. Let us retain the word “if.” 
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Mr. Braun. Yes, sir. 

Mr. Gupser. If first-class mail is losing on the first ounce an aver- 
age of 1 cent at the present time, then you are in effect receiving a sub- 
sidy of $4,840 in your personal business. 

Mr. Braun. If there is a subsidy, which I do not recognize, then 
I am getting a subsidy in my business. 

Mr. Gupsser. If there is a deficit 

Mr. Braun. Then I am getting a subsidy. I can’t see from what 
I have read that there is a deficit. 

Mr. Gussrr. We will proceed along that line for just a moment, if 
I may, please. 

Mr. Braun. Yes, sir. 

Mr. GuBSER. You say that this subsidy—again mind you, I am 
including that word “if” there—is a public service. 

Mr. Braun. Yes, sir. 

Mr. Gupser. Let us take a hypothetical case. I could make it an 
actual case if I wanted to. This is a hypothetical case of a man who 
is a professional man, who receives a net income of perhaps $10,000 
a year, and consequently pays a pretty healthy amount in income 
taxes. Without inquiring into your personal affairs, he probably 
pays as much or maybe more than you do personally. 

Mr. Braun. Yes, sir. 

Mr. Gusser. Let us assume that he is an individual who does not 
use the first-class mail in his business, and I think there are millions 
of people like that. Let us assume he writes 20 first-class letters a 
month, which is a pretty good average for the individual; that means 
that his increased postage is going to be 20 cents per month; is that 
correct ? 

Mr. Braun. That is right. 

Mr. Gupser. You multiply that by 12. That means that he is going 
to be paying $2.40 additional, and I think it naturally follows, again 
with that word “if” in there, that his subsidy is $2.40. 

Mr. Braun. That is right. 

Mr. Gurser. So he receives a $2.40 public service, paying more in- 
come taxes and more taxes to the Government than you do, and you 
receive a $4,840 public service. Again it is all conditioned upon 
natives or not first class is losing 1 cent per piece at the present time. 

Mr. Brawn. Yes, sir. 

Mr. Gupser. If that is true, do you think that is a fair situation, 
where the man who is paying income taxes on $10,000 receives $2.40 
subsidy while you receive $4,840 subsidy ? 

Mr. Brawn. I can’t acknowledge that is a subsidy. There seem to 
be so many different ways of calculating. 

Mr. Gupser. May I withdraw the word “subsidy”? We won’t quib- 
ble over terms. Let us say a $4,840 public service. 

Mr. Braun. Yes; “public service” is a better word. 

Mr. Gurser. And you feel that you are entitled to $4,840 of public 
service, while the man who may be paying more taxes by reason of 
his income only and, by doing so, contributing more to the carrying of 
this expense of this Government, should receive $2.40. 

Mr. Braun. Let us take some more analogies along that line. If 
the mail user is to pay all of the postal deficit, he supposedly i is the 
beneficiary of all the use of the mail. That is your theory, that the 
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person who drops the mail in the box is getting the benefit of all the 
postal service. On that theory, you say that the mail user should fork 
over enough so that there is no deficit in the Post Office. If you are 
going to use that theory, then the farmer should pay all the deficit in 
the Agriculture Department because they are the ones that get any 
benefit from it. The laborers should pay all the deficit in the Labor 
Department, because labor are the only people that get any benefit 
from that. The attorneys should get all the deficit of the Justice 
Department. Who makes any money out of the Justice Department 
except the lawyers? That is the kind of analogy you get into. 

Mr. Coreerr. If the gentleman will yield, I would like to pursue . 
that because the gentleman originally said that there has to be a state- 
ment of policy eventually arr ived at, and I agree. 

Following Mr. Gubser’s theory and your “refutation of it, if it is 
clearly shown that some portion of this $4,000 public service is really 
a charge that should properly be made, would you agree, then, that 
that part which falls properly on the business should pay a percent- 
age and that part which can be shown to be purely service ought to be 
carried as a general matter ? 

Mr. Braun. Yes, sir. That I think is the proper way to do it. I 
believe that the Congress should appropriate to the Post Office money 
which the Post. Office cannot possibly recover through postage, in- 
stead of having the Post Office carrying the burden of showing that 
as a constant deficit. 

Take, for example, the fourth-class post office and rural free de- 
livery; you have the word “free” in rural delivery. There is no effort 
made to show it pays its own way. You call it free. 

Mr. Corserr. I thank the gentleman for yielding. I wanted to 
further establish the point. 

The CHatrmMan. There is no distinction between city and rural 
delivery as being free. 

Mr. Braun. The point is, however, that if you raise first-class 
postage to 10 cents per piece, how many se class post offices and 
rural routes would be paying their own way? I don’t believe any of 
them would. 

Mr. Gunser. Would the gentleman suggest that all postage rates 
should be abolished, and that the Post Office should operate a com- 
pletely free service? 

Mr. Braun. No, sir, I am not suggesting that. 

Mr. Gupser. Do you feel that in 1932 the Congress was wise and 
just in its establishment of postal rates and determining that as of 
conditions which existed in 1932 it was proper and just to charge 3 
cents to mail 1 ounce across the country, and have it delivered to your 
door ? 

Mr. Braun. I don’t believe it was justified in 1932, because the Post 
Office’s own records show that it cost 1.89 cents per piece to handle 
first-class mail in 1932. 

Mr. Gueser. In other words. you agree that first-class mail should 
be only charged its actual cost ? 

Mr. Braun. Yes, sir. 

Mr. Gupser. You believe it should bear its cost 100 percent ? 

Mr. Braun. There was no justification for raising the rate in 1932 
Business was so prostrate at that time that nobody could afford to 
come in here and protest. [ Laughter. | 
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Mr. Gusser. You believe that in 1932 the cost of mailing a 
class letter across this country should have been 1.8 cents‘ 

Mr. Braun. That would have been more in line; yes, sir. 

Mr. Gusser. Do you believe that would have been fair? 

Mr. Braun. Is it proper for the Government—— 

Mr. Gupser. Please, sir. 

Mr. Braun. Excuse me. 

Mr. Gupser. Excuse me, sir. Do you believe that 1.5 would have 
been a justifiable rate in 1932? 

Mr. Braun. Yes, I do. 

Mr. Gupser. You believe so because 1.8 was, according to the figure 
which you have advanced, and which | have not had the opportunity 
of checking, was the cost ? 

Mr. Braun. Yes. 

Mr. Gusser. In other words, you believe that first-class mail should 
bear 100 percent of its cost and that it should not be a public service ¢ 

Mr. Brawn. It all depends on what your definition of cost is. 

Mr. Gupser. I have taken your definition, sir. 

Mr. Braun. Yes, sir. 

Mr. Gupser. That point we are still keeping under the category 
of “if.” We will work on that a little later. 

Mr. Braun. Mr. Chairman, I hope you people on the committee 
don’t consider me an expert on this problem. I am not an expert. 
This statement is a part-time proposition with me. I have a full- 
time job running my business. I can hardly afford to come to Wash- 
ington and talk to you here. Don’t ask me a lot of technical questions 
that I can’t answer. 

(Discussion off the record.) 

Mr. Gusser. I want to go back to one short paragraph in your 
statement. I will quote it. 

We of the Association of First Class Mailers know positively that there are 
deficit post offices but are not so sure that there are deficit classes of mail. 

Mr. Braun. Yes, sir. 

Mr. Gunser. That is a very significant two lines in your statement, 
if I interpret it correctly. W ill you please correct me if I am wrong 
in my interpretation ? 

Mr. Braun. Yes, sir. 

Mr. Gupser. You mean that certain post offices, probably fourth- 
class offices mainly, lose money ? 

Mr. Brawn. Yes, sir. 

Mr. Gussrer. You contest the fact that any one class of mail, first 
class in particular, loses money ? 

Mr. Braun. Yes, sir. } 

Mr. Gupser. You are a substantial first-class mail user—$14,000 
worth. 

Mr. Braun. Yes, sir. 

Mr. Guesrr. Do’ you mail any of your letters to fourth-class offices 
or offices which in your opinion are currently losing money ? 

Mr. Braun. Yes. I mail lots of mail to them. 

Mr. Guspser. Do you consider that your effectiveness and your 
business efficiency would be cut down conside rably if you were not 
able to mail to those offices and that service were not available to you ? 
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Mr. Braun. No, sir. I don’t think my business efficiency would 
be cut down a bit. 

Mr. Gupser. Are you advocating cutting out the fourth-class 
offices ¢ 

Mr. Braun. I am not advocating it. I am just speaking from the 
standpoint of my own business. 1 know that people want their mail. 
They will go some place to get it if it is not available at the local 
fourth-class office. 

Mr. Gupser. Do you feel, perhaps not in your own business, but 
in other businesses throughout this country, that the mere fact that 
you can mail to the patron of a fourth-class office is a very essential 
part of the distribution system of our entire post-office setup ¢ 

Mr. Brawn. It is essential to the receiver but it is not essential! 
to the mailer. Everybody likes to get mail. If you close all the 
fourth-class post offices and told those people you go to the nearest 
third-class post office and pick up your mail in person, I venture to 
say that everybody would get in there once or twice a week to pick 
it up. They wouldn’t like, but they would do it. 

Mr. Gupser. You have 1 or 2 alternatives. According to your 
logic, you can either abolish the fourth-class office and not render 
that service, or you can create a differential in the mailing rate and 
charge more to fourth-class offices. 

Mr. Braun. No, sir. I say that what Congress should do is ap- 
propriate for the obvious deficit that every fourth-class post. office 
or third-class post office is going to have, regardless of rates. There 
should be a certain amount of money appropriated for that purpose 
and the post office should not be charged with that. That is my 
theory. 

Mr. Gurser. Do you believe it is possible in the operation of a rail- 
road that some little whistlestop, which is very essential, but which 
does not have much in revenue, is essential to a distribution system 
and the transportation industry? Do you think it is part of the over- 
all picture that they must have if they are to be eflicient ¢ 

Mr. Braun. The Railway Express is doing it All the time. Rail- 
way Express does not pretend to deliver all the offices that the post 
office does. The same way with the railroad. You have the same 
proposition there. These railroads are dropping off the points that 
they are not making any money on. 

Mr. Gupser. Are you advocating that the Post Office Department 
operate as the Railway Express does, and not serve every nook and 
corner of this country ¢ 

Mr. Braun. The crux of the problem always comes back to whether 
the Post Office is a business or a service, and the action of Congress 
for the last 100 years very obviously shows that it is a service. By 
maintaining losing post offices, you prove that it is a service, and not 
a business. ; 

Mr. Gunser. It is a service for which we have charged a fee, just 
as your service of collection is a service—a valuable one, too—for 
which you charge a fee. I still would like to pursue that one ques- 
tion a little bit further. 

Do you believe that it is necessary in the operation of a communi- 


cations system, such as the Post Office Department, to maintain 
fourth-class post offices? 
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Mr. Braun.I say this; from the standpoint of the sender of the 
mail—from my standpoint, let us make it purely a selfish standpoint, 
my own selfish standpoint—I say that I don’t need rural free de- 
livery and I don’t need fourth- class post offices. 

Mr. Gurser. Do you believe that is the case of every businessman ‘ 

Mr. Braun. From the standpoint of a Congressman, brother, you 
need those fourth-class post offices. (Laughter. ] 

Mr. Gusser. It so happens that I personally recommended the 
abolition of three of them in my district. 

Mr. Downy. Will the gentleman yield? 

Mr. Gupser. Yes. 

Mr. Dowpy. How far is your place of business from the main post 
office in Kansas City ? 

Mr. Braun. We are serviced by what is called the Westport Station. 
We go over and pick up our mail once a day. 

Mr. Dowpy. How far are you from the main post office in Kansas 
City ¢ 

Mr. Braun. I would estimate about 2 miles. 

Mr, Dowpy. Of course, the Post Office Department can save a lot 
of money by abolishing city mail delivery in Kansas City, and abolish- 
ing those branch post “offices, and that would not affect you, either, I 
suppose ? 

Mr. Braun. I don’t have a carrier delivery. 
up the mail myself. 

Mr. Dowpy. But in a branch post office ¢ 

Mr. Braun. I could go down to the main post office. I have to go to 
the branch. I can’t go any other place. There would be no other 
way for me to go down to the main post office. I used to have a box 
down there and got it every day. 

Mr. Dowvy. I am trying to show you the fallacy of your statement 
about rural free delivery and fourth-class post offices, and that is, city 
carriers and branch post offices in the large towns, and the smaller 
ones that have city deliveries, cost many times what fourth-class post 
offices and rural routes together cost. That could be abolished, and 

I think you would not have a postal deficit. 

Mr, Braun. That is right. 

Mr. Dowpy. I really think there would be a great deal of screaming 
if something like that were suggested. 

Mr. Braun. That is right, there would. That is the reason I don’t 
think Congress would ever do it. I am not saying that I am recom- 
mending that it be done. I am trying to show you that sound busi- 
ness practice would demand it. If you were operating the post office 
as a business, you would have to close half of them. What do you 
suppose A. & P. would do if half their stores were losing? They 
would close them so fast. 

Mr. Downy. Let us see if you do that in your business. 

Mr. Braun. Yes, sir. 

Mr. Dowpy. If somebody sends you a list of accounts of debtors, in 
that list of accounts are there not some people that owe such a little 
hit of money that it doesn’t pay you to try to collect it, but you take 
those accounts because of the larger ones in there? 

Mr. Braun. Yes. We average the thing out. 
we get is about $20. 





I go down and pick 


The average amount 
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Mr. Dowpy. You write those for the small amount. 

Mr. Braun. We write those that owe $5 as well as the ones that 
owe 320. 

Mr. Dowpy. You are doing the same thing that the post office is 
doing. 

Mr. Braun. I am trying to average out. I am only interested in 
the average. 

Mr. Downy. That is what I think the post office is doing. I will 
pursue that further. I don’t want to take any more of your time. 

Mr. Gusser. I will yield to Mr. Moss. 

Mr. Moss. Mr. Braun, you say that you have definite knowledge 
that quite a number of these small offices lose money / 

Mr. Braun. Yes, sir. 

Mr. Moss. Do you think that you can properly evaluate the success 
of the office financially by regarding the receipts as the only index as 
to whether a business loses, makes money, or breaks even ? 

Mr. Braun. That is the basis on which I understand the post office 
has always operated. 

Mr. Moss. Let us take a look at one very large center. 

Mr. Braun. Allright. 

Mr. Moss. Chicago, Ill., is the center of a very great mail order in- 
dustry. Do you think for one moment that it would be the center of 
the mail order industry that it is today if it were not possible for the 
packages to be sent out, received in the small offices, and distributed / 
Should we not allocate to those small offices some credit or some per- 
centage of the revenue produced on the items they deliver and then 
have probably a more accurate index as to whether they lose or make 
money ? 

Mr. Braun. I am not expert on that, Mr. Moss. The only reason 
I brought up the fourth-class post offices is to demonstrate that the 
post office is a service and not a business. I am certainly not advo- 
cating that they close fourth-class post offices. 

Mr. Moss. Even on that point, if we say it is a business or a service, 
inherent in the type of business or service it is, there is the require- 
ment that it has some subsidiary points of distribution or some second- 
ary points of distribution, and you cannot credit the office only for 
the revenue it receives without giving some weight for the volume of 
the mail it may distribute. 

Mr. Braun. If they do that, then possibly what they should do is 
to make a calculation on a piece basis, and the number of pieces that 
are mailed out and the number of the pieces that come in. IT don’t know 
how it should be done. I am certainly not an expert, Mr. Moss. I 
am just a little guy coming down here trying to keep my business 
together, and representing some other people that feel the same way. 

Mr. Moss. I am only asking you about points raised in your own 
testimony. 

Mr. Braun. Yes, sir. 

Mr. Moss. I am not interested, for example, in the type of collection 
letter you use. 

Mr. Brawn. Yes, sir. 

Mr. Moss. I am not interested in your profits. 

Mr. Braun. Yes, sir. 

Mr. Moss. Or that you are incorporated there in Missouri. 
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Mr. Braun. Yes, sir. 

Mr. Moss. And the policing of your business is within the jurisdic- 
tion of that State. I don’t feel it is properly within the jurisdiction 
of this committee. 

Mr. Braun. Yes, sir. 

Mr. Moss. I have no intention to question you or any witness on 
those points in an effort perhaps to cause you to feel a little less willing 
to come out with your answers. 

Mr. Braun. Lam not going to—— 

Mr. Moss. But your statement on the fourth-class offices weakens 
‘ather than strengthens your case. That is all. 

Mr. Gusser. Let us summarize some of the questioning that I have 
been directing at you. You do not personally approve of a differen- 
tial in the first-class rate which is going to a fourth-class office; is that 
correct? You don’t think there should be different first-class rates as 
between different offices. 

Mr. Braun. From an administrative standpoint that would be im- 
possible for the post office to handle. 

Mr. Gupser. You do not advocate, further, the abolition of fourth- 
class offices ¢ 

Mr. Braun. No, sir; 1 do not. 

Mr. Gupser. Do you answer “no” to that question because of the 
fact that you consider fourth-class offices and the office which is not 
currently paying its way as a very important and integral part of our 
distribution system ¢ 

Mr. Corserr. If the gentleman will yield, it is just the same as the 
department store eliminating their trucks. There it is decided that 
some of it is chargeable. I think Mr. Moss made that clear. 

Mr. Gupser. Does the witness agree that if we are going to be in 
the business of delivering first-class mail, in order for the service to 
be complete, in order for it to be eflicient, we must have these offices ? 

Mr. Braun. You must not have these offices to be efficient. You 
don’t need them to be efficient. 

Mr. Gupser. Efficient in the distribution of mail. 

Mr. Braun. No, sir; you don’t need them to be efficient. 

Mr. Gupser. Then do you believe they should be abolished ? 

Mr. Braun. No, sir, I don’t; on this theory: The reason we have 
rural free delivery, and third- and fourth-class ‘post offices is because 
the theory behind Congress’ action is that every citizen is entitled to 
an equitable and similar mail-service. 

Mr. Davis. Will the gentleman yield at that point ? 

Mr. Gupser. Surely. 

Mr. Davis. He says on page 5 of his statement in 2 places that he 
does not recommend the action that he is being asked all these ques- 
tions about. In the third paragr aph he says, ““No one is, of course, 
recommending such drastic action.” About the middle of the page 
he says, ““W hile we are not here to recommend such action” —— 

Mr. Braun. I am not advocating that at all, Mr. Gubser. 

Mr. Guprser. But nevertheless you will not admit to me, or at least 
you have not to this point, that in order to distribute mail you must 
distribute it universally all over the country. 

Mr. Braun. In the case of a truckline, or a freight line, or Railway 
Express, the people that are being serviced by fourth-class post offices 
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and rural free delivery do not have store-door delivery. There is no 
railroad that is going to deliver a package from their railroad sta- 
tion out to the farmhouse. But the post office does it, because the 
the ory is 
Mr. Gupser. A package generally is under fourth-class rates which 
are set by the Postmaster General, and he is charged by law to make 
that service pay its own way. 

Mr. Braun. I am speaking about letters. I am speaking about the 
railroad delivering packages as against the post office delivering let- 
ters. If you look at the stations that the railroad and Railway Ex- 
press have available, most of them do not serve the areas that a fourth- 
class post office serves. The reason for that is that they are a busi- 
ness. They are strictly a business. They can’t afford to. 

Mr. Gupser. Let us take businesses besides your own. 

Mr. Braun. Yes, sir. 

Mr. Gupser. Do you feel that it is essential for a great many busi- 
nesses in this country of ours to have the right to have first-class mail 
delivered to these so-called nonpaying offices ! 

Mr. Braun. As I mentioned to you before, from a strictly selfish 
standpoint it would make no difference to me whether these small 
offices were abolished or not because I know that people will go to 
wherever they are told and get their mail. 

Mr. Gurser. Let us get to other businesses. 

Mr. Braun. But from the standpoint of the receiver, he would be 
very unhappy about it. You would probably be getting letters by 
the thousands in here if such a thing happened. 

Mr. Gusser. Let us go to the sender. Don’t you believe that there 
are numerous businesses in this country who must have that service 
in order to conduct their businesses properly ? 

Mr. Braun. No, I don’t believe that. 

Mr. Corserr. Of course there are. 

Mr. Gusser. I don’t have the figures available, but I can think of 
thousands of mail order firms who sent first class mail at times to 
the patrons of rural post offices. I would seriously contest what you 
are saying, sir. I think it is a very important part of our business 
economy. 

Mr. Braun. The reason I say it is that everybody is eager to get 
mail. If you have to go to town once a week to get your mail, or twice 
a week, you will go to town to get it. 

Mr. Gurser. If people are eager to get mail there must be someone 
that is eager to send it. 

Mr. Braun. That is possible. 

Mr. Gusser. Do you think the right to send it to those offices should 
be taken away ? 

Mr. Braun. I think the service is primarily to the receiver rather 
than to the sender. Does that make my point clear? The service of 
the fourth class post office is primarily a convenience to the receiver 
and not the sender of the mail. 

Mr. Gursrer. I question your logic because certainly to sit down 
and perform the positive act of mailing a first class letter must have 
indicated some desire to receive that service on the part of the person 
mailing it. 

Mr. Bracn. That is right. 
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Mr. Gupser. I don’t think anyone sits down and writes first class 
letters just for the fun of it. 

Mr. Braun. That is right. 

Mr. Gussrr. So I think, regardless of whether you wish to or not, 
you must come to the conclusion that it is ver y definitely a part of the 
overall service—a very necessary part of it—that people be allowed 
to send letters as well as receive them. 

Mr. Brawn. I was in the Navy for 3 years. Regardless of where 
the mail was, brother, I went to get it. That is the way people are 
that live in the country. They are lonesome for mail, too. If you 
make them go to town to get it, they won’t like it, but they will go to 
town to cet it, because they are lonesome. They 
get their mail for that reason, if for no other. 

The Cuamman. Are you about through, Mr. Gubser ? 

Mr. Gurser. Yes, I am just about through. 

Mrs. Sr. Grorcr. If the gentleman will yield for a brief remark, 
you said that very few people write first class letters just for the fun 
of it. Let me say I think they do write just for the fun of it. 
I have. 

Mr. Corser. I think so, too. 

Mr. Gurser. I would conclude with the point that this is a definite 
part of the overall service. 
Mr. Braun. Yes, sir. 

Mr. Gusser. Therefore, first-class mail should go to these offices, 
and therefore you should charge the first-class mail user with the 
overall expense of maintaining the offices which I believe must be in 
existence in order to receive that mail. 

Mr. Braty. That is exactly my theory, Mr. Gubser. 

The CHarrman. Let us finish with this witness as quickly as we can, 
because we have some other witnesses here who are from out of town. 
I do not want to inconvenience them by requiring them to come back 
another day. 


Mr. Ceperperc. I have just a couple of questions and I will try to 
keep it brief. 

We agree that the post office is a service, and we also agree that 
your business is a service. You serve your customers, is that. correct ¢ 

Mr. Braun. Yes, sir. 

Mr. CrepeRBERG. Why do you charge less for an account that is 90 
days old and more for one that is a year or more? 

Mr. Braun. Because the older an account becomes, the more dif- 
ficult it is to collect. People don’t like to pay for dead horses. 

Mr. Ceperserc. That is the service that you concentrate on the most 
in your business. 

Mr. Braun. No, we would rather get the 90-day account, because 
we could make more money on 15 percent rather than 50 percent. Peo- 
ple are not willing to turn those accounts loose at 90 days. 

Mr. Creperperc. Your business is concentrated most on the 50 per 
cent fee? 

Mr. Braun. Yes, most of our business is on the 50: percent fee. 

Mr. Cepernerc. You could not exist on the 15 percent fee? 

Mr. Braun. Not on the older accounts, no, sir. 

Mr. CreperBerG. So that could be compared with our first class serv- 
ice that we give a little more attention to. Your 50 percent fee is 
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higher than your 15 percent fee, which is obvious, and the 15 percent 
business is the service that you don’t concentrate on as much. 

Mr. Braun. We concentrate on all of them. The only reason we 
must charge 50 percent is that we have less return on the older ac- 
counts than we do on the more recent ones. We are not able to collect 
as well on the older accounts. The service we give is identical in the 
case of every account. i 

Mr. Ceperserc. You give the same service whether you are charging 
50 percent or 15 percent. 

Mr. Braun. Yes, sir. 

Mr. Ceperserc. Isn’t there some analogy in the Post Office Depart- 
ment there? 

Mr. Braun. No. I don’t believe there is. I am sorry to say. 

Mr. Ceperserc. I won’t press that point further. One other brief 
point. In your own particular business, all of your costs are consid- 
ered in the operation of your business—the cost of your building, lights 
and everything? 

Mr. Braun. Yes, they are. 

Mr. Ceperserc. And the cost of social security to the employees? 

Mr. Braun. Yes, sir. 

Mr. Ceperserc. Are you aware that the Post Office Department 
buildings and the pensions paid by the Government to the employees 
are not charged in coming to a conclusion whether the first-class mail 
pays its way or not? Do you think it ought to be included? 

Mr. Braun. Mr. Cederberg, all I did was to take the figures given by 
the post office at face value. That is all I did. I didn’t question the 
source or how they arrived at it. I understand the other classes of mail 
questioned the cost ascertainment system. We have no reason to 
doso. Weare satisfied with it as it is. 

Mr. Ceperserc. In your business, you charge everything incident to 
your business as a cost to that business. 

Mr. Bravun. Certainly, we must do that. 

Mr. Ceperserc. Don’t you think the Post Office Department ought 
to dothe same thing? 

Mr. Braun. No, sir. 

The Cuatrrman. Thank you very much. 

The next witness is C. D. Stampley, who is accompanied by his 
attorney, Elmer A. Hilker. 


STATEMENT OF ELMER A. HILKER, CHARLOTTE, N. C.; ACCOM- 
PANIED BY C. D. STAMPLEY, PRESIDENT, STAMPLEY ENTER- 
PRISES 


Mr. Hinxer. Mr. Chairman, my name is Elmer Hilker. I live at 
Charlotte, N.C. My address is Post Office Box 2651. 
I will read this statement for Mr. Stampley. 


I am president of C. D. Stampley Enterprises, Inc. This corporation is en- 
gaged in the business of distributing Catholic and Protestant Bibles, and is also 
engaged in a general direct-mail business of other commodities to a limited 
extent. 

¢. D. Stampley Enterprises, Inc., owns a substantial interest in 12 additional 
corporations engaged in similar activities. Six of these are companies engaged 
in the distribution of Bibles and the remainder are corporations engaged in 
the collection of installment accounts on Bible sales. 
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Associated with me in these various corporations are 10 other executives, all 
of whom are stockholders to a more or less substantial extent. I believe that 
we are now the largest distributor of Bibles in the United States. I have over 
500 dealers in the United States and Canada. We operate also in Alaska and 
Hawaii. Our home office in Charlotte, N. C., employs 62 people regularly. Our 
postage bill for the year ended 1955 amounted to $190,328.12. This consisted 
primarily of first-class postage, parcel post, and third-class postage. 

We are not engaged directly in the Bible retail business. We are wholesalers. 
The dealers make direct calls on the prospective customers and demonstrate 
the Bible. In case of a purchase order, a small amount is paid to the dealer. 
We fill the order for the dealer, and the customer pays a small c. o. d. payment 
when the Bible is delivered. If the sale proves to be bona fide by a standard 
test, applied by us, the account is collected by mail for the dealer by one of our 
collection companies. 

We have been in the business of selling Protestant Bibles, King James version, 
for about 16 years. A few years ago the Pope, the cardinals, and the bishops 
of the Roman Catholic Church decided to approve a Cathoiic edition of the Bible 
and to recommend it for home distribution. We worked very closely with them 
and are doing a good job of providing the Catholic Bible to Catholics on easy 
terms. 

In recent years we went into the direct-mail selling of commodities on a time 
basis and we are now engaged in this business along with the Bible business. 

Our business naturally is quite a hazardous one. The Bible business is no 
better than the dealers and the men we have in the field. It is subject to fluctua- 
tions. The direct-mail selling is also hazardous since it is time selling. Sales 
are about as good as the mailing lists which we are able to get and sometimes 
these mailing lists are disappointing. We do not necessarily prosper when other 
businesses do. To illustrate, in the year 1955, when the United States had the 
largest national income in its history, our 7 selling companies’ income and loss 
based on their closing dates in 1955 was thrown together for computation pur- 
poses and revealed a net loss of $14,992.11. From this it should be obvious that 
we could not hope to stay in business if added to such losses were an increase of 
about one-third in the postage bill, particularly when our postage bill is slightly 
less than $200,000 per year. 

We have left out here reference to the collection companies. It is obvious 
that their business must come from the business done by the selling companies. 
When the selling companies are put out of business, the collection companies 
will have to fold up also. 

If this House bill becomes law, we would very likely immediately notify the 
publishing concern that prints our Bibles that we could no longer accept the 
allotments which they have been setting for us. We would try to cut our 
operations down and see if we could stay in business. If not, we would have 
to liquidate. This would have a much larger effect upon our economy than 
it would appear at first thought. It goes further than breaking up the life 
plans of the 10 stockholder executives who have been associated with me for 
many years. It goes further than throwing some 62 people out of work in 
our Charlotte office. It goes further than even throwing some 500 dealers and 
distributors over the United States out of work. It would affect our publishers 
and the people who supply them. It would affect the people who furnish us 
our commodities for direct mail. 

We believe that the proposed increase in postage would constitute a fatal 
burden on our business and others in the same kind of business that we are 
engaged in. We believe that the Government would lose more income taxes 
by curtailment and failure of business than would possibly be picked up by the 
proposed increases provided for in this bill. 


That is duly verified by Mr. Stampley’s signature. 

The Cuarrman. You say you sell Bibles and also certain commodi- 
ties. What commodities do you sell ? 

Mr. Hirker. They would be household goods, such as perhaps alumi- 
numware, some blankets, or things of that type. That is a very small 
part of the business. It is being decreased very rapidly. 

The Cuarrman. Is that all a mail-order business ? 

Mr. Hirxer. That is a mail-order business. 

The CuatrMan. You don’t have any retail stores ? 
















224 POSTAL RATE REVISION 


Mr. Hirker. No, sir. 
The Cuarrman. Are there any questions ? 
Mr. ALexanper. I would like to welcome these gentlemen, being 
from North Carolina, and to tell them that we are glad to have them 
appear before our committee. I think it is a very fine statement. 
he Cuarrman. Mr. Hilker, do you desire to make any further 
statement ? 
Mr. Hitxer. I have represented these people for 16 years. They 
are members of the chamber of commerce, and highly respected people. 
They are doing a grand job of distributing the Catholic and Protestant 
Bibles. They make money some time and they lose money. They 
have kept firmly in their purpose. Men of less fortitude would have 
quit long before now. They are, learning in the business constantly. 
This past statement does not look too good, but we feel that we can 
stay in the business by learning from our mistakes. We are not 
operating on a terrifically large margin, but we do believe that this 
rate increase would be a terrifically heavy burden. If we had bad 
luck in other respects, it might be fatal to us. 

The CHairman. How much does your client’s postage constitute 
first class ? 
Mr. Hitxer. About $60,000 is first-class postage. 


books? 

Mr. Sramptey. Parcel post is $96,000, and third class was only 
$33,000, or a total of $190,000. 

The CuHamman. Any other questions? 

Mr. Lestnskr. At that point, Mr. Hilker, taken from your remarks, 
in the year 1955 the United States had the largest national income 
in history. Then you mentioned your loss in your particular com- 
pany. Isn’t it true generallv that most small businesses are losing 
money throughout the country and only the largest corporations are 
making more ? 

Mr. Hirxer. That is certainly true in our case. 

Mr. Moss. I have just a few questions. Is it your recommendation 
that. we not enact any postal rate increases ? 

Mr. Hixer. No, sir, we are not taking that position. We know 
that this is a very difficult problem. We do believe this. Perhaps this 
committee will see without pointing it out that there are perhaps in- 
equities. There are some pieces of mail. I look at our postman that 
comes into the Johnston Building in Charlotte with a terrific pack and 
most of the weight is the periodicals. That is what slows him down. 
That is where the w eight is. That is where the expense is. I just read 
a few things myself, gentlemen. I have been interested in it because 
these folks are good clients. One of the things that interested me was 
a statement made, I believe, which some Senator in discussing this 
proposed bill that the Literary Digest, for instance, could mail 100 
copies for just a little over a half cent. 

The Cuarrman. You mean The Readers Digest. 

Mr. Hirxer. Yes. 

The Cuarman. The Literary Digest died after that poll. 

Mr. Hirxer. That is correct. Thank you. The Readers Digest 
could do that and at the same time offer this bargain of half price 
for its issue. I think that is rather significant. When we compare 


The CHamman. And the other is for shipping the Bibles and . 
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that to folks here that are trying to distribute the Bible, and people 
who have to watch the costs so carefully, it looks to me like there 
should be some revision somewhere. 

Mr. Moss. Do you feel as a user of first-class mail the rate should 
be sufficiently high to return to the Department the cost allocated to 
first-class mail under the cost ascertainment used at the present time? 

Mr. Hixer. From a business standpoint I would say yes. From a 
standpoint of individuals, I would say that the same principle would 
apply as you had in your discussion about the fourth class post 
office. There are lots of very small people. They are affected on this 
3-cent mail. It may not seem very much to some of us, but it means 
something to the individual. 

My own opinion is that just in talking with people there is more 
opposition to increasing first-class mail than there is any other class 
of mail as far as people : are concerned. 

Mr. Moss. Do you feel that is because the current cost ascertain- 
ment figures show that it is not a loss operation ? 

Mr. Hirxer. I would say that would be true of business people. I 
don’t believe the man 6n the street knows anything much about it or 
cares too much about it. He simply doesn’t want to pay over 3 cents. 

Mr. Moss. Do you feel that there should be some definite policy ar- 
rived at settling for once and all the question of whether we are op- 
erating a business or a public service or a combination of both? 

Mr. Hivxer. I think that this committee will be a genius if they 
are able to do it. 

Mr. Moss. Without doing it, what do we have as the alternative? 

Mr. Hixer. I think just what that actually is. It is a combination 
of both. There must be an element of business in it, and there must be 
service in it. It is just one of those strange hybrids that you just 
can’t categorize, I think. 

Mr. Moss. Do you feel that it is very difficult to draw a line and that 
because of the difficulty we should not make the attempt? 

Mr. Hmxer. No, I think we should make the attempt. I think to 

take a razor and cut it to make it bleed would be a very serious thing. 
My own opinion is that that is not necessary. I believe that this com- 
mittee can work out something that will preserve both the service 
feature and the business feature. 

I consider personally—if you want my personal opinion— that the 
business of publishing magazines and newspapers is a business. That 
is a classification that is purely business. I am not too much im- 
pressed with this public service of getting a magazine out to people— 

100 copies, for example, for a half cent. There they are going to 
read anyway. They fe ave television now. 

Mr. Moss. Do you think the rate should be on the level where it 
repays the costs allocated to it? 

Mr. Hirxer. I think if your magazines and newspapers just ap- 
proached—if they just nearly approached paying their way—we 
could get along fine on the other rates. 

Mr. Moss. You are a user of third class or the firm you represent is. 

Mr. Hirxer. That is right. 

Mr. Moss. For about $30,000 a year, if I recall your figure. 

Mr. Hirxer. About $33,000. 
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Mr. Moss. Would you recommend that the same be true of third 
class, that it be brought as near as possible to a break even point with 
the cost of handling? 

Mr. Hirxer. I would say to be equitable about it, that the same 
principle ought to be applied, certainly. 

Mr. Moss. But you would not suggest setting a rate on first class 
high enough to underwrite losses incurred on other classes? 

The Cuarrmman. Thank you. 

The next witness is Mr. L. P. Lathem of Lathem Time Recorder Co., 
Inc., 76 Third Street, NW., Atlanta, Ga. 


STATEMENT OF. L. P. LATHEM, JR., GENERAL MANAGER, LATHEM 
TIME RECORDER CO., ATLANTA, GA. 


Mr. Larnem. My name is Louie Lathem, Jr. Iam president of the 
Lathem Time Recorder Co., 76 Third Street NW., Atlanta, Ga. This 
firm is engaged in the manufacture and sale of payroll and job time 
recorders, night watchman’s clocks and their related service and sup- 
plies. We do a nationwide business, as well as a small amount of ex- 
port business; 90 percent of our advertising goes into direct mail which 
includes all classes of postage, third class, first class, airmail, and air- 
mail special delivery. 

Eighty-five percent of our business is handled directly from our 
Atlanta office. The balance of 15 percent is handled through dealers. 

Our product is a specialized one. Our time recorders are used by 
firms which are located in some isolated places around the country. 
Much of our market can economically be handled only by means of 
the mails. For example, we have 2 users in Cottonwood, Ariz., 3 in 
Oxnard, Calif., 2 in Canaan, Conn., 2 in Blooming Prairie, Minn., and 
3 in Deadwood, S. Dak. Our list of users in similar out of the way 
locations is tremendous. 

Were it not for direct-mail advertising, our small company would 
not have enjoyed the growth we have had in its 10 years of manu- 
facture. In fact, it is doubtful that we would have been in business 
today. 

We use third-class mail to advertise the things we manufacture. We 
receive inquiries on first-class business reply cards and business reply 
envelopes on which we pay the postage. We use first class and special] 
delivery to quote these inquiries and on all followup mailings. 

To give you an idea as to the extent we rely on the mail, we send 
out between 25,000 and 30,000 pieces of third-class mail every week 
of the year. We send about 100 pieces of correspondence each day via 
first class, airmail, and special delivery. 

Gentlemen, we started our business small, with money borrowed from 
a bank, plus what savings we had. It took a lot of money to tool it 
up, get the products engineered, and buy the equipment needed. When 
it came time to advertise and sell these clocks, we turned to direct 
mail, because it was our only method of getting on the market fast 
enough to realize a return on the money we invested. At that time, 
we could mail out advertising for 1 cent apiece third class. Direct 
mail proved a sound method of advertising and selling, and it is 
still the backbone of our business. 

When postage rates jumped 50 percent, we were hurt. It forced 
us to cut advertising expenses by lowering the quality of paper used. 
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We also installed a small offset machine in order to save the cost of 
having printing done outside. 
The Lathem Time Recorder Co. does not understand, nor does it 
like to hear, third-class mail referred to as junk mail. If it were junk, 
then the recipients would not respond to it as they do. I find it brings 
in 3 or 4 times the inquiries that coupon advertising in trade papers 
bring, which is our only other alternative. 
Third-class mail requires the sender to sort, label, and package the 
mailings, fill out forms, and personally carry the mailings to the post 
office. In other words, it places much of the work normally done by 
the post office for higher rated mail, on the sender. We mailers are 
then told our third-class mail will be handled during slack periods, 
only after other classes of mail are disposed of. In return for this, we 
are allowed a lower postage rate. 
Gentlemen, we don’t send out 30,000 pieces of mail each week, 
because we want to harrass the post office. It is done because it has 
been our most effective media of advertising. We have found our 
Atlanta post offices wonderful to deal with. They are cooperative and 
reasonable when mailing problems arise. By the same token, we have 
always taken immediate steps to correct our mistakes, or quickly act 
upon any suggestions they have given us to make their job of handling 
our mail easier. 
Gentlemen, my objection to bill H. R. 9228 is purely personal. I 
object because this bill will have harmful effects to my business. You 
are familiar with the objections raised by the Direct Mail Advertising 
Association, the Association of Third Class Mail Users, and similar 
organizations who are far more familiar than I with the general 
harmful effects of this proposed bill to our ec ow 
Simply stated, a 3314- percent increase in third-class rates will cost 
the Lathem Time Recorder Co. over $7,500 a year. Add to this the 
other increases being asked for in the first-class categories, and it 
will cost us another $3,500, or a total of $11,000 a year. This will 
be a dead loss to us with little hope of recovery through any change 
we might make in our advertising system. 
There is but one place we can hope to absorb such a loss. That 
is by increasing the cost of our products and asking employees to 
forego raises. 
Price increases are never easy to make. For example, we have com- 
petitors, and price is a factor in the sale of anything. A price increase 
which would be made necessary by this proposed bill would have 
to be a large one, and would most certainly cost us some sales. Price 
increases alone would not offset an additional operating cost of $11,000. 
[ might add that we have not had to raise the cost of our products 
or services since the last postal increase, and this is true even though 
all our raw-material costs have risen. We have held our prices by 
purchasing more efficient machinery together with the experience we 
he ave gained since we started manufac turing. Not one item we use 
has increased in cost to the extent of that being asked for postage. 
Gentlemen, we still owe some money, we are constantly in need 
of replacement parts and machinery, and we still are in the process 
of developing new products. These items will be seriously interrupted 
ry a loss of $11,000 a year. Our firm is not getting rich, and $11,000 
is a lot of money to a small business. It can buy us the finest raw 
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materials or machinery. A substantial part of it goes for taxes which 
help pay the cost of all governmental functions. In some years it 
represents the difference between a profit and a loss to our company. 
I would remind you also that the Lathem Time Recorder Co. is 
not a subsidized company. We operate on private capital and borrow 
from banks at standard interest rates. Our taxes go to pay for sub- 
sidies in many types of business that are so subsidized. If there is 
a postal deficit, then perhaps the Government might well look upon 
the deficit as a form of subsidy. From what I read in the papers, there 
are mighty few departments of the Government that do operate in 
the black. 

I make no attempt to enumerate all the problems this proposed 
postal increase forces on the Lathem Time Recorder Co. I have 
given you a rough idea of the major problems we will face. The only 
advantage this bill has for us is that we will have less taxes to pay, 
because we won’t make enough profits to have to worry about taxes. 
In conclusion, I strongly urge that H. R. 9228 be defeated once and 
for all. I think that my case of hardship would be repeated by 
thousands of other small companies who depend so strongly upon 
the economy of the mails as a tool for doing business. If my case 
is so unique that few others will be affected, then by all means, let us 
pass the bill. Otherwise, let us not load this burden on top of an 
already inflated economy. 

The Cuarrman. Judge Davis. 

Mr. Davis. Mr. Lathem, you have some figures, I believe you told 
me, in addition to this that you wanted to insert in the record. 

Mr. Latuem. Yes, sir. This was hurriedly done before I left 
Atlanta, because it came up at the last minute. I checked against 
our audited statement for our fiscal year which ended on April 31, 
and our gross volume for that year, 1955, was $400,000. 

Our postal bill during that period was $26,077.63. We had a gross 
income after manufacturing costs of $114,022.09, and salaries of 
$36,000. Postage was the largest item of expense next to our salaries. 
The net profit for this period was $20,489.91, and this was true or 
nearly the same amount for the year 1954. Our audited figures 
showed us with a 5.14-percent profit for the fiscal year. 

Last year had there been a proposed increase in the postage, it would 
have cost us based on the volume we used $9,127.17. This would have 
meant we would have only made a net profit of 2.39 percent. 

Since our last fiscal year closed our mailings increased approximately 
20 percent, and should the new bill go through that means we would 
spend over $11,000 extra on postage, which is where I got the figure 
used in my testimony. 

In 1952, before the last postage increase, our bill for the year was 
sixteen-thousand-some-odd dollars. After the postal increase in the 
following year, the bill went to $26,000. Present business trends indi- 
cate that we will earn net profits of twenty-two to twenty-five thousand 
dollars on the present volume. If the proposed increase goes through, 
that will cut it down by $11,000. In other words, our net profits would 
be cut in half, and all future years if business conditions remain the 
same, and we took no steps to overcome this increase in postage. 

Mr. Davis. Mr. Chairman, I want to thank Mr. Lathem for coming 
before the committee and bringing us this information and his opinion 
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about these matters. I want to thank the committee members also for 
their consideration in holding up questions on other witnesses so that 
he could make his statement. 

The Cuarrman. Does anyone have any questions of Mr. Lathem? 

Mr. Henperson. What percentage increase would you have to put 
on your product in order to absorb the cost of this bill to your company ? 

Mr. Laruem. To tell the truth, I didn’t figure that out. This is 
my first hearing, and I did not know the extent of questions that were 
asked. I might not have left Atlanta if I had. It would have to be 
pretty sizable. If we did a $400,000 gross to get 5 percent, if we cut 
down much below that, we would stick it in a bank and do as well. 
That $11,000 would have to be absorbed into that volume of business. 
I couldn’t tell you because we have different products, and we would 
have to set the rate on all of them. I would estimate better than 
10 percent or between 10 and 15 percent. 

Mr. Henperson. $11,000 added to $400,000 would not be 10 per- 
cent. Iam not very good at figures. 

Mr. Latuem. The $400,000 figures a lot of it items that we handle. 
For instance, time cards and things of that sort. It is a gross figure. 
I didn’t break it down according to the individual units. The selling 
cost that applies to our particular products on which we advertise 
heaviest, the direct mail is directed to the business for the time recorder 
and such. We don’t do any direct-mail advertising for supplies as 
such. 

Mr. Henverson. My final question is this: If it was necessary for 
you to increase the price of the products because of this bill, it would 
also be necessary for your competitors to do the same, would it not? 

Mr. Laruem. I hope so. 

Mr. Henverson. That is all. 

Mr. JoHANSEN. Since the last postal increase, what other increases 
in costs have you had in your business? 

Mr. Latuem. Of course raw materials. Let us take things like 
steel. That went up from 12 cents to 14 cents. 

Mr. JoHANsEN. That was true of your competitor also? 

Mr. Laruem. Yes. Paper has increased approximately 5 percent 
during the last 3 or 4 years. 

Mr. JoHansen. What about labor costs? Have they gone up? 

Mr. Laruem. Yes, sir; it has gone up. 

Mr. Jonansen. What have you done? Please understand I am 
sympathetic with the problem you are describing. What has been 
done as a result of those increased costs? What have you done to 
offset them ? 

Mr. Latrurem. When we first started out we were buying a lot of 
parts already made from other companies. ‘The fabrication and out- 
side tool work meant that we had to buy certain quantities of units 
as they came in. So we put in one automatic screw machine, and 
started buying raw materials and making our own tools. That was 
just one thing. 

The offset press was put in 4 yearsago. Presently we are operating 
two of those. We handle practically everything we print by our- 
selves. That certainly overcame a tremendous cost of having it 
done retail on the outside. 
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Mr. Jouansen. Have there been any price increases either in your 
business or your industry to offset increased costs ¢ 

Mr. Latuem. No, sir; we have not, because we were able by just 
putting in machinery and making things ourselves not to adjust our 
prices in the last 5 years. The last price increase we had was when 
this postage went up 50 percent. 

Mr. JoHanseNn. The point I am leading up to is that when you use 
the mails you are buying a service 

Mr. Latuem. Yes, sir. 

Mr. JonHAnsen. Just as you are buying a service or commodity of 
another kind. The problem, it seems to me, ultimately boils down to 
the fact that if all across the board you get increased costs, that ulti- 
mately will have to be reflected not only for you but for your com- 
petitors in increased prices. 

Mr. Latuem. That is true. For example, one of our biggest com- 
petitors—they may not realize it—is IBM. They are a tremendous 
outfit. They have retail outlets all around the country. We didn’t 
have them. We don’t have a complete line in which a man could sup- 
port himself in a given territory. That is the main reason we rely 
on the mail. In fact, we have designed our machine in unit contracts, 
too lengthy to go in here, which enables us to service our machine over 
great distances by sending a single unit by mail, and having the man 
put it in his machine, and return it to us. 

Mr. Jouansen. The further point I am trying to make is that who- 
ever pays for it, the postal service—whether we quibble about whether 
it is a service or a business—still is going to cost somebody something. 
It is going to have to be paid for in some fashion or other, and what 
we are trying to do is not maliciously harass businessmen or businesses 
but meet the problem of equitably facing up to those costs which the 
Department itself incurs. 

Mr. Laruem. I have not gone too deeply into the question of just 
how hard hit the post office is other than read the information supplied 
by certain associations. But a business such as ours, which was set 
up with a certain amount allocated for postal, and suddenly to turn 
around and say it is going to cost us 334g percent more is a tremendous 
jar to the whole setup under which we operate. 

My point in being here is to, I hope, represent a certain type of 
business that is just going to be hard pressed. I don’t think we will 
go under, or anything like that. But it will be hard to absorb. 

Mr. Jonansen. I appreciate the testimony. 

Mrs. St. Georae. Do you think it would be possible in your business 
to increase the price of your product, or would that be an impossible 
thing to do at this time? In other words, that you could absorb this 
item of postage ! 

Mr. Larnem. It would be a difficult thing to do. We fought to 
hold our price because we are in line with our competitors now. We 
compete in many instances with competitors who are on the ground 
with a salesman in a certain town that we have to reach by mail. So 
for that reason we have done everything we could to hold that price 
in line with these other companies. 

Mrs. Sr. Grorce. In other words, it would be hard to pass this price 
on to the public. 

Mr. Larue. Yes. 
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Mrs. Sr. George. Do you have any foreign competition ¢ 

Mr. Laruem. No foreign. 

Mrs. Sr. Grorce. It is entirely domestic 

Mr. Larnem. Yes. Our foreign business would represent not more 
than 5 percent of what we do. 

Mrs. St. Georae. That is all. 

Mr. Creretia. Mr. Lathem, is the Waterbury Time Clock or Time 
Recorder Co. a pyr eraged of yours? 

Mr. Laruem. I don’t know them by that name; no, sir. I don’t 
recognize that name. 

Mr. Creretta. How many employees do you have ? 

Mr. Larnem. We have 44. 

Mr. Crerecia. Is your firm unionized ? 

Mr. Laruem. No, sir. 

Mr. Creretia. That is all. 

Mr. Gross. I have just one question. The competition you have 
from foreign sources is the export of American dollars to foreign 
countries; isn’t that correct ? 

Mr. Laruem. Possibly so, I was not thinking of it in that line. 

Mr. Gross. Congress is being asked for $4.9 billion to send to foreign 
countries. We might use some of that to balance the Post Office 
Department. 

Mr. Laruem. That sounds like a logical idea to me. 

Mr. JoHANSEN. I suppose the gentleman from Iowa is implying, and 
quite correctly, that is also a cost to your business. 

Mr. Laruem. Yes, sir. 

The Cuatrman. Any other questions? If not, thank you very much, 
Mr. Lathem. 

Mr. Larnem. Thank you, sir. 

The CuatrmMan. The committee regrets that it cannot hear all the 
witnesses who are scheduled to be heard this mor ning. There are 
three on the list who have not yet been heard. Tomorrow morning 
we will hear those three witnesess in this order: First, Mr. Nelson M. 
McDonald, then Mr. Lisle M. Ramsey. Is he here tod: ay? If he is 
not here, the next witness will be Mr. Harry J. Maginnis, who is here 
today. Then we will proceed with the witnesses who are scheduled 
to appear tomorrow. 

The hearings will be recessed until 10 o’clock tomorrow morning. 

(Thereupon at 12:10 p. m., a recess was taken until Wednesday, 
March 21, 1956, at 10 a. me 
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WEDNESDAY, MARCH 21, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND CIviL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CuatrmMan. The committee will be in order. 

The hearing will be resumed on H. R. 9228, the postal rate bill. 
The first witness this mor ning is Mr. Nelson M. McDonald, of the 
McDonald Letter Shop, C olumbia, S. C. We are glad to hear from 
Mr. McDonald. 


STATEMENT OF NELSON M. McDONALD, REPRESENTING THE 
McDONALD LETTER SHOP, COLUMBIA, &. C. 


Mr. McDonatp. Will the rest of the committee be here, sir? 

The Cuamman. The committee is in session, and you may proceed 
with your statement. 

Mr. McDonatp. My name is Nelson McDonald, and I am the owner 
of McDonald Letter Shop, Columbia, 8. C. 

Since arriving here in Washington at noon Monday I have found 
it necessary to enlarge on my statement which was previously sub- 
mitted to Mr. Belen. As I stated, I will have no charts, graphs, and 
the like, because I feel that you have alre ady looked at your share of 
them. Neither will I quote numerous statistics regarding the postal- 
rate situation. You have already heard and will in the days to come 
hear enough on this score. 

What I do want to discuss is just how increased postal rates will 
affect my business and the thousands of businesses like mine. Not 
only those of us who are in the mail advertising business, but the 
untold thousands who use the vehicle of mail advertising to reach 
a select group of people, their customers. 

I will not reiterate the background of my business, because it is 
in my statement previously referred to. 

I would like, however, to make sure that this part of my statement 
goes into the record. Last week I made a survey of a cross section 
of my customers who use direct-mail advertising to determine how 
many would discontinue using the mails to advertise should postal 

rates be increased. 

Over 50 percent of them said that they would most likely have to 
discontinue using the mails to advertise. Another 10 percent said 
that they would have to wait and see and the other 40 percent said 
that they would continue using the mails. A majority of our adver- 
tisers use the third-class bulk rate. Now, should one-half of our cus- 
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tomers discontinue using the mails to advertise—and it has proven 
most profitable for them during the past several years—we would 
lose, of course, 50 percent of our current gross business. 

I would pay, I imagine 50 percent less taxes and so would all these 
other small businesses whom we serve. I do not believe that I could 
continue to operate my business at a profit and keep the number of 
people on the payroll that we now have. As to what I would do, I 
honestly do not know. Age 40 is a bit late in life to have to start 
all over. 

Gentlemen, and there are only two of you so that makes it plural, 
if only my business would be the only one affected by increased postal 
rates, I do not believe that I would be up here taking up your time, 
because I could get a job selling Ford automobiles and actually make 
more money than I now make and have a lot less headaches. But that 
is not the case. 

Literally thousands of small businesses all over the country would 
be affected. Small neighborhood grocery stores, small main street 
stores, and the like would have to drastically cut down on their adver- 
tising because they simply could not afford newspaper, radio, or tele- 
vision advertising. 

Even if they could, these media would not help them because they 
sell to a select group. One customer, in particular, a small neighbor- 
hood grocery store, told me last Friday that he would have to close up. 
He cannot afford to run full- -page spreads in the newspapers to com- 
pete with the large chains, but he can use the mails and direct his 
advertising to the people in his own neighborhood. 

During the past couple of years, the newspapers have run as news 
stories some of the most fantastic articles about so-called junk mail. 
a term which one of your own colleagues, Hon. Clarence Cannon, of 
Missouri, stated on Tuesday, February 7, 1956, before the House of 
Representatives, described as follows: 


And they also want to hold the postal employees responsible for the recent 


order requiring a complete name and address on circular mail which they want . 


us to believe is junk mail. There is no such thing as junk mail. That is merely 
a smear word used as a term in an effort to create prejudice. It is propaganda, 
pure and simple. 

I am sure all of you 3 or 4 gentlemen are aware of this attack by 
newspapers on direct mail. Now, let us look at a few of the reasons 
for these unwarranted attacks: First, the newspapers are afraid that 
they will lose advertising revenue. If they do, it is their own fault 
for not getting out and cetting more customers and selling the busi- 
nessman on advertising. “Locally, the two daily papers are owned by 
the same family. Direct-mail advertising has hurt their business to 
such an extent that they could not afford to put but $1.5 million in 
their new plant just completed about a year ago. 

It is one of the most modern newspaper printing plants in the 
South. Actually, they do not give a hoot whether you raise second- 
class rates or not. The publishers will simply increase the advertising 
rates to take care of the small added cost. Will they lose any adver- 
tising? Maybe some small ones, but by and large they would not be 
affected. Most big cities have two dailies ow ned by the same family 
or group of people with no competition. 

Now, I would like to insert something in my testimony that I was 
not aware of at the time I prepared my statement last Saturday. I 
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am sure you 3 or 4 gentlemen are aware of the fact that a lot of the 
testimony that was “presented last week in behalf of the passage of 
this bill is canned stuff cranked out by Mr. Summertfield’s staff. I have 
no proof of this other than the wording of the testimony, the fact 
that it was all done on the same typewriter the testimony of the 

various postmasters, that is, who appeared—and even on the same 
mimeograph machines. 

It must be, I am sure, bewildering to you gentlemen as to who to 
believe and who not to believe. I come up here, I, as a small-business 

\ man, come up here and say: “Believe me, I am a small-business man 
who would lose his business, most likely, should these proposed in- 
creases go into effect.’ 

Mr. Summerfield comes up and says, “Believe me, I know how to 
wipe out the deficit and I have 96 charts”—and in fact, I think it was 
only 50—“and a score of postmasters to show you how.” He does not 
say who will suffer. He does not say that businessmen all over the 
country, the taxpayer, will suffer by loss of business. He does not say 
that post-office clerks ‘will lose their jobs on account of the reduction 
in post-office business which is bound to come. 

In fact, I would like to call your attention to an article in the Wall 
Street Journal which appeared this morning, More Folks Bypass the 
Post Office To Buy Bank Money Orders. 

Mr. Creretta. What is that again ? 

Mr. McDonatp. This is an article that appeared in the Wall Street 
Journal this morning, sir, that is headlined: “More Folks Bypass the 
Post Office To Buy Bank Money Orders.” 

The gist of the whole article is that the post office is operating that 
pouere phase of the Department at a loss of some $20 million. The 
oanks have picked it up and they are charging less for registry checks 
which are, to all intents and purposes, money orders, and they are 
making a profit on it. 

Now, that is one small item. It is $15 million that I could use. I 
agree that the deficit, if there is one, should be wiped out. But, con- 
vince me that there is really a deficit as such, I will go home happy in 
knowing that when I close the doors of my business and tell the men 
and women who look to me every Friday for a paycheck that Mr. 
Summerfield really did a marvelous job by doing away with something 
that to me does not really exist. 

He states, and other chiefs in his camp have stated, that it is very 
demoralizing to the postal clerks and carriers to be straddled with a 
deficit. The postmaster in Columbia, S. C., who is a good friend of 
mine, is not demoralized by this so-called deficit. Neither are most 
of the thinking people there ; that is, the people in the post office. All 
they want are the tools to do a more efficient job with. Now, you ask 
where is the money coming from for these tools to improve the effli- 
ciency of the post office with? 

I am not qualified to answer that question. As I stated in the 
beginning, I do not want to burden you with a lot of figures and sta- 
tistics, so here is my last one. It is known, as a fact, that a decrease 
in advertising will cause a decrease in national income. Even a 
1-pere ent decline in national income will reduce employment by 

300,000 to 400,000 people, and reduce the Federal tax receipts to the 
United States Treasury by $1 billion. The source: Printer’s Ink 
magazine. We would lose about 50 percent of our own gross business. 
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This multiplied by the thousands of other businesses all over the 
country would have no small effect on the national economy. 

Now, the question arises, shall the United States Government sub- 
sidize the small-business man by giving him low postal rates so that 
he can get out his advertising literature, or shall the Government 
increase the rates and make the post office a paying proposition ? 
Some folks say that only a minority actually really benefit from the 
low postal rates. Isthistrue? Ido not think so. 

Let us follow a letter that is mailed for 114 cents to Miss Sara Jones, 
Seattle, Wash., by Good Housekeeping magazine. She sends in her 
money to take a year’s subscription to the good magazine. That is 3 
cents’ worth of postage. Now, the post office has almost broken even 
with Sara. But, Good Housekeeping sends her a statement—that is 
3 cents again. She loses her statement, and in due course they send 
her another one—that is 3 cents again. We are winning, but have not 
gotten rich over Sara using the mail, not yet. Sara starts getting 
her magazine and she sees some genuine alligator handbags for sale. 

I know, gentlemen, that this might sound a little silly, but maybe it 
will brighten up your day a little. 

Anyhow, Sara sends off her order for the genuine alligator handbag 
to Al’s Alligator Handbag Co., in Fort Pierce, Fla. There is 3 cents 
again. She asks that it be sent on open account, which it was. And 
it was sent by parcel post which paid its own way, incidentally. Sara, 
being the forgetful type, forgot to send her check when the first state- 
ment came and they had to send her another, 6 cents total. 

Of course, she finally sends her check, 3 cents, again, and everybody 
is happy. Except the Postmaster General, because Sara has caused 
him to have a deficit, or did she ? 

Now, gentlemen, this is really serious to me. The one mailing that 
Good Housekeeping sent out for 114 cents caused a chain reaction, and, 
gentlemen, that happens every day of this world. The moral of this 
little story is obvious. Do not raise the postal rates, please. 

Now, to get back to my submitted statement. 

What, actually, is all the hollering about? As you gentlemen know, 
Mr. Summerfield wants to put the Department on a paying basis. 
Why? Well, he states that it should be on a paying basis. Why 
should it be on a paying basis when none of the other departments are 
on a paying basis. That is not an original statement with me, so, I 
feel free in repeating it. Let me again quote from Hon. Clarence 
Cannon’s speech of February 7, 1956: 

During the war it was decided, merely as a war revenue measure, to increase 
the cost of letter postage from 2 cents to 3 cents. And we were promised that 
as soon as the war was over the cost of postage would go from 3 cents back to 2 


cents. That promise has never been kept. And now they propose to further 
mulct the public by charging 4 cents. 


Somewhere between 3 cents and 4 cents the law of diminishing returns will 
clamp down— 


and the Wall Street Journal clearly and graphically illustrates that 
this morning— 


and you will get less profitable revenue at 4 cents than you would get if you went 
back to 2 cents. And the Post Office Department is no longer a service depart- 
ment. 

I am opposed to it. My constitutents are apposed to it. The American people 
are opposed to it. Mr. Chairman, the Post Office Department is the one depart- 
ment of Government in which a deficit is not an unmixed misfortune. 
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Mr. Creretia. Do you know Mr. Cannon, by the way? 

Mr. McDonatp. No, sir; I met him one time, a couple of years ago. 
It is in the Congressional Record. 

Mr. Creretia. We hear of Mr. Cannon. 

The Cuarmman. Do you read the Congressional Record regularly ? 

Mr. McDonatp. Not every day; I do not have time to. 

The Cuamman. I was just wondering what you were doing. 

Mr. Crerecita. How about the Wall Street Journal; do you read 
that regularly ? 

Mr. McDonatp. Not every day; I read it about once a week. 

Mr. Gross. Your statement would probably be, since everybody is 
getting into this act, a little more illuminating, would it not, if you 
did read the Congressional Record every day. 

Mr. McDona.p. It certainly would, and I intend to from now on. 

The Cuarrman. You may proceed. 

Mr. McDonatp. Now, how do the men who work in the Post Office 
feel about increased postal rates? By and large they do not believe, 
off the record, in increased rates, for they know that it would mean 
a lot of them would be out of work. Of course, they want increases 
in salary and they are entitled to it when they merit it. But, in- 
creased postal rates is not the answer, because these increased rates 
would bring about a loss of post-office revenue from direct-mail 
advertising. 

So, who would benefit? Mr. Summerfield and his plan to reduce 
the so-called deficit—or the post office clerk who would lose his job 
because there simply would not be any work for him. 

Mr. Chairman and members of the committee, I believe that the 
answer lies not in increased postal rates, but rather in increased and 
continued Department efficiency all the way down the line. Mechan- 
ize the Department. Accept and put into effect the recommendations 
of the Hoover Commission that would greatly streamline the Depart- 
ment. 

The Cuarrman. What are those recommendations, now ? 

Mr. McDona.p. I do not know, and I started to strike that out be- 
cause I knew that you were going to ask me. 

The Cuatrman. All right, you may proceed. 

Mr. McDonawp. But I do know that the Hoover Commission rec- 
ommended a lot of changes. 

The Cuarrman. How do you know it if you do not know anything 
about the recommendations ? 

Mr. McDonatp. It has been 2 years since I went over them. I 
frankly do not know what changes there were. 

The Cuatrman. Are you talking about the first Hoover Commis- 
sion or the second Hoover Commission? Do you know there were two 
of them ? 

Mr. McDona.p. Well, I do know, sir, that all of the recommenda- 
tions made by the Hoover Commissin have not been put into effect. 
Whether it was the first Commission or the second Commission or 
what, I frankly do not know. 

Some folks say that by increasing the efficiency of the Department, 
hundreds of post-office clerks would be out of work. This is abso- 
lutely not true. If postal rates are kept the same, or possibly lowered 
in some classes—first and third—the Department completely over- 
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hauled and the operation of it made more efficient, thousands upon 
thousands of smal] businesses would use the mails to advertise, thereby 
creating actually more work for the Department and more revenue— 
and, incidentally, more chain reactions. 

The Cuamman. Why not just lower all of it, the second- and first- 
class rates ? 

Mr. McDonatp. I would like to comment on the second class. 

The CuarrmMan. You say lower the first and third and leave the 
second there ? 

Mr. McDonatp. I say increase the second class. 

The Cuamman. I am glad that you are for some kind of an increase. 

Mr. McDonatp. I just learned yesterday morning from the hear- 
ings proceedings of last week that some of the major ‘witnesses for Mr. 
Summerfield were Se: ars, Roebuck, Republic Steel, and the Burroughs 
Corp. Now, these fellows make a lot more money than I do and I 
respect them for it. But I cannot go along with their apparent 
motives. 

What happens when parcel-post rates, for instance, are raised? 
Does Spiegel mail-order house long survive? When they do go under 
and I am sure they would, who picks up the pieces and ‘adds them to 
an already unbelievably large empire? Do I buy them out? I wish 
that I could. Or, do the large mail-order houses buy them out and 
get larger? 
~ Tam not against a business growing. We have grown considerably 
in the last 10 years, but, we have built our business by working hard 
and paying close attention to costs. 

When a big company gets bigger by buying up smaller companies 
that go under due to cost increases such as are proposed in H. R. 9228, 
the individual loses his status and becomes, then, Just a cog in the big 
wheel. I love my way of life and appreciate it very much, but I do 
not appreciate a big man saying that he is going to save the taxpayer 
money by increasing the postal rates. 

Inc ‘identally, Sears, Roebuck, has ac tually gotten out of the mail- 
order business. I know, because the manager of the store in Columbia, 
S. C., lives next door to me. I am reliably informed that last year 
their total mail-order business amounted to a mere 8 percent. If I 
were them, I would not give a hoot if parcel-post rates were doubled, or 
even tripled. In fact, I would heartily advocate it for reasons pre- 
viously stated. Let the big ones buy out the smaller ones and get 
bigger. 

Gentlemen, I would like to say in closing that actually it does not 
make a whole lot of difference to me, as an individual, if postal rates 
are increased or not. I would be hurt some financially by having to 
close my business. But, what about all the other people who have been 
in this business for years, old people? All the small neighborhood 
grocery stores, drug stores, beauty parlors, charities, the Easter-seal 
drives, Boys Town, small manufacturers, and the literally thousands of 
other people who depend on direct-mail advertising for their daily 
bread. Thousands of these people are too old to start over. Fortu- 
nately, Iam not. I am not an alarmist, but I sincerely believe that 
increased postal rates will do irreparable damage to our national 
economy. 

Thank you, for hearing me, and our side of the picture. 
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The Cuarrman. Have you been operating the McDonald Letter 
Shop in Columbia, 8. C., very long ? 

Mr. McDonatp. About 10 years, sir. 

The Cuarrman. How many employees do you have‘ 

Mr. McDonap. Well, there is in front of you, I should have re- 
ferred to it, Mr. Chairman, in the fourth paragraph of my first 
statement that I prepared. 

The CHarrman. I only have one statement; I do not have the first 
statement. 

Mr. McDonap. The lady must have taken them up. I asked her 
not to. The only thing that I omitted from this statement that you 
have, from this one that I originally prepared, is this paragraph here: 


Ten years ago, immediately after being mustered out of the Army, I organized 
my business. For about a year I was the salesman, office manager, typist, 
“the whole works.” Today, we employ 5 full-time people and 6 part-time people. 
Some of the latter are college students and some are housewives who have to 
earn a little extra money. We have also on call 10 ladies who address envelopes 
and so forth in their homes. Our monthly payroll runs between $2,000 and 
$3,000 depending on the season of the year. I have a capital investment of 
over $10,000 in equipment. Our annual average gross business runs around 
$85,000. Of this gross business approximately 80 percent is direct mail adver- 
tising. 

The CHatrmMaAn. What is your postage bill a year? 

Mr. McDonaxp. It runs around five or six hundred dollars a month. 
Obviously, sir the postal increase would not affect me but very little. 
But, what Iam griped—I am not griped ; I am concerned—most deeply 
about all of these other people all over the United States who would 
not be here to present their side of the picture. 

Now, I ought to be home fishing today. I had a chance to go fishing 
this week, but I came here. 

The CHarrMan. You could have sent in your statement for the 
record. 

Mr. McDonap. I thought it was more important to be here and 
maybe talk a little bit about this situation than it was just to send 
in a piece of paper. 

The CHarrmMan. Let me ask you, how much has been the increase 
of the cost of your business since the start, 10 years ago / 

Mr. McDonaxp. The increased cost ? 

The CHarrmMan, Yes. 

Mr. McDona.p. I would have to look at my statements. 

The CuHarrMan. What about the increased cost of your salaries? 

Mr. McDonap. They have increased just like everything else. 

The CHarrmMan. How about the increased cost of your letterheads 
and envelopes ? 

Mr. McDonap. We print our own. 

The CuarrmMan. Well, it has been increased, though; has it not? 

Mr. McDonap. Yes, sir. 

The CHamrman. There has been an increase all of the way down the 
line; has there not? 

Mr. McDona.p. Yes, sir. 

The CHarmrMan. Except for the postal rates, except for a small 
increase; is that not true’ 

Mr. McDonatp. Mr. Murray, those increases have not, to my way 
of thinking, put anybody out ‘Ot business. It has created more busi- 


i 





240 POSTAL RATE REVISION 


ness. But my argument is this, sir: That if you increase postal rates 
and I see no reason for increased postal rates except second-class 
mail. 

The CHarmman. You said you were going to cover that. What 
increase do you recommend in second- class mail? I do not believe 
that is contained in your statement. 

Mr. McDona.p. No, sir; I did not think it was within my preroga- 
tive. 

The CuarrmMan. You said you wanted to discuss that. I asked why 
you just favored lowering first- and third-class mail, and not also 
second-class mail. You said that you would cover that later. You 
have not done it so far. 

Mr. McDonatp. That is what I am beginning to do now. 

The CHarrman. All right. 

Mr. McDonatp. Second-class mail, as you have heard for many 
years, does not pay its way. It does not even closely pay its way 
as first does kind of break even a little bit. Third class almost breaks 
even. 

Now, how close does second-class mail come to breaking even? 

The CHarrman. Well, you have your statistics, and where do you 
get your statistics on which you base your statement that third- class 
mail almost breaks even tod: ay ? 

Mr. McDonaxp. The Postmaster General states that third class 
almost breaks even, in fact, in one of his numerous charts. 

The CyatrmMan. When was that statement made? 

Mr. McDonatp. I do not know, sir: I was not here last week. 


The Cuarrman. Who has been giving you all of this information ¢ 
Mr. McDonatp. I have been digging it out. 

The Cuarrman. You were not here last week at all, you said. 
Mr. McDonatp. No, sir. I know that third-class—it has been in 


all of the reports that third-class mail almost breaks even. 

The Cuatmm in. You said that he used 96 charts? 

Mr. McDonatvp. I did not have time to read all of his testimony, 
and I hope you gentlemen had time to hear it all. However, I got 
as far as about the 30th chart or something like that. That was about 
half way through, and I doubled that or tripled it, or something. I 
do not think that has any bearing on it. 

Now, this Wall Street Journal, these are pretty smart fellows, and 
they say that these registry checks at the banks—and I do not know 
a banker yet who is not in business to make money. they have picked 
up the ball where the general dropped it, and they are making money 
off this deal. But the general lost money off it. 

Mr. Ceperserc. You are talking about money orders, I presume! 

Mr. McDonatp. Yes, sir. 

Mr. Ceperserc. Do you know that the Hoover Commission recom- 
mended that the Post Office Committee-do just exactly that, break 
even on money orders? 

Mr. McDonatp. But they are not doing it. 

Mr. Ceperserc. That has been put into effect. Why are the banks 
taking the mony order business, then ‘ 

Mr. McDoan.p. Well, vou see, they have these registry checks, and 
you can go down and buy one for 10 cents, regardless of the amount. 
Well, it is a pretty good deal for them, because if they handle $4 
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million worth in a month, they have on deposit there about $150,000. 
Well, at 6 percent interest, that is pretty good money. 

Mr. Ceperserc. I am reading from page 229 of the Hoover Com- 
mission report, and it says here: 

We therefore recommend that the Congress should authorize and instruct 
the Postmaster General to make rates charged for registered mail, insured mail, 
money orders, postal notes, and postal cards, and special delivery, collect on de- 
livery mail which would make each of these services self-supporting. 

Then, footnote No. 6: 

We are informed that this recommendation already has been partially carried 
out. 

Mr. McDona.p. I do not know whether he carried that recom- 
mendation out or not. But if he did, and did increase them, he still 
has a deficit. Now, the Post Office has a deficit but this article goes 
on to say that the Post Office within recent months has taken some 
other countermeasures to hang on to its lead in an increasingly com- 
petitive field. 

Now, they are competing with private enterprise: 

And to place its money-order activities on a more nearly self-sustaining basis. 
Some of them are establishments of an electroncally equipped cented in Kansas 
City for auditing money orders— 
and then it goes on and on. 

Mr. Ceprerserc. Does the witness notice—I am reading from page 
227 of the Hoover Commission reports, and it says: 

It must be recognized that the Post Office Department is (a) predominantly 
of a business nature; (0b) revenue producing and potentially self-sustaining 
(c) characterized by a large number of business-type transactions with the 
public; and, (d) in need of greater flexibility than the customary type of ap- 
proation budget ordinarily permits. 

Do you agree with the Hoover Commission ? 

Mr. McDonap. Yes, sir. I agree with them, they ought to make 
money, if they can. But the thing, and this is just a small point, 
and I would like to make it, sir, and that is this: Lf banks can make 
money from registry checks which are money orders, why cannot 
the post office ? 

Mr. Creperserc. Let us let the post office make money from it. Do 
you have any objection if they make it off first and third class as well ? 
You just want them to make mone y on money orders and nothing else? 

Mr. McDona.p. No, sir, but I think this is typical and indicative 
of the way the post office operates. It goes on to say that although 
they operated in that phase of it, with a 15 or 20 million dollar deficit, 
they are trying to hang onto that deficit by putting in equipment to 
keep the banks from selling these registry checks. They do not want to 
get rid of the deficit, that part of it. 

Mr. Ceperserc. You do not think that that is a valid service then, 
to the people, the money order business ? 

Mr. McDona.p. Yes; I agree it is. But the banks are giving them 
just as good a service. 

Mr. Cxperserc. Then, are you recommending that the Post Office 
Department get out of that ? 

Mr. McDonatp. They can if they like, it does not make any differ- 
ence to me. 
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Mr. Creperserc. If they are in it, you feel that it ought to be self- 
sustaining ? 

Mr. McDonatp. Yes, sir. 

Mr. CeperserG. Do you feel the same way about first-class and third- 
class mail? 

Mr. McDonatp. No, sir. 

Mr. CrperserG. Well, now, I have one other question. 

Mr. McDonatxp. Let me clarify that, if I might. Now, if the banks 
can make money out of it, it seems to me that the post office can. 

Mr. Ceperserc. If they charge enough. 

Mr. McDonap. The banks are charging less. 

Mr. Ceperserc. Just one — thing, too; you said that you were 
interested in raising second-class mail. That includes the Good House- 
keeping magazine that you mentioned in your statement. Now, if we 

raised the second-class mail, according to your statement there would 
not be as many Good Housekeeping magazines circulated to generate 
all of these other first-class letters, so maybe we ought to lower them 
too, so we could have more Good Housekeeping magazines and they 
would send more of these first-class letters, if we followed your theory 
to its logical conclusion. 

Mr. McDonatp. I am not worried about Good Housekeeping or any 
of these magazines going out of business. If it costs my wife $10 in 
postage, she is going to get the darn thing there to read. 

Mr. Ceperperc. Would your wife object to paying 4 cents for a 
letter instead of 3 cents to send a letter ? 

Mr. McDona.p. No, sir; because she does not have to make that 4 
cents; I do. 

I am not trying to be funny, Mr. Cederberg, but I am really sincere 
about this confounded thing. It is something that has got to be done, 
and it is up to you gentlemen to recommend what should be done. 

Mr. Ceperserc. Do you realize as a private citizen you are sub- 
sidizing, so to speak, the postal deficit to the tune of roughly $12 a year 
for an average family of 4. Do you think that is in your best in- 
terest as an individual, rather than paying an additional i cent on your 
postage ¢ 

Mr. McDonatp. If we are getting in a discussion about that sub- 
sidizing, I will get nervous and I will get mad and say something I 
should not say. 

Mr. Ceperserc. You go right ahead and say it, as we want to get 
into this. 

Mr. McDonatp. You mean about subsidizing? 

Mr. Ceprrserc. Anything, if it is applicable. to the testimony. 

Mr. McDonaxp. Well, I go back to second class then. We use quite 
a lot of second-class mail, but it still does not pay the way. The people 
that we use that second-class mail for are perfectly willing to pay 
more rates. In fact, when I told Miss Bradley Moore, who is the 
national president of the National Gardeners Council that she paid 
only one-eighth of 1 percent to mail the little magazine, she said, 
“Well, I think we ought to pay more than that.” They are perfectly 
willing to pay more “than that. The only thing they will do is in- 
crease the advertising rates. 

I cannot increase my rates because my advertisers will quit. 

Mr. Creperserc. Now, as I understand it, you are an envelope manu- 
facturer ! 
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Mr. McDonatp. No, sir, I am in the letter shop business. I am 
sure all of you gentlemen have used facilities like mine, letter shops 
all over the country in campaigning, and it is a pretty good service 
for you gentlemen. I hope we are still there when you all start cam- 
paigning again. ; 

Mr. Creprrserc. I hope you are, too. 

Mr. Creretta. When are you going to quote rates ? 

Mr. McDona.p. I am not here for that. Iam here to have my day 
in court, if you please. 

Mr. Ceperberc. How long have you been in business ? 

Mr. McDonatp. About 10 years. 

Mr. Ceperserc. What were your rates to your customers 10 years 
ago, compared to what they are now ? 

Mr. McDonatp. Per unit, on the average, we charged—I do not 
think I am hedging, but direct mail advertising is rather flexible. We 
do not have per column inch rates. But the charges then were be- 
tween 2 and 3 cents per letter unit. That is up to a certain point; 
up to a certain point it drops down on account of mass production. 
But it is substantially the same now as it was then, because we have 
put in more equipment and more modern equipment, to reduce our 
costs, and still come out a little ahead. 

Mr. CEpDERBERG. So, you actually have not raised your rates at 
all? 

Mr. McDonatp. Not appreciably, no, sir. 

Mr. CeperBerc. In the 10 years, in spite of the increased costs of 
business / 

Mr. McDona.p. No, sir, because at first we used to have to fold 
letters by hand until some of the girls wore out a couple of fingers, 
and then, we got a folding machine in. Well now, that did not put 
those girls out of work. We simply put them on increased business, 
and they were doing other work that they were capable of doing, 
and the folding machine does the work of three different people. 

Mr. Ceperserc. There has been an increase in the cost of paper 
and newsprint, and so forth; has that affected your business ? 

Mr. McDona.p. Very little, sir, because like I say, again, we have 
put in equipment to take care of those added costs. 

Mr. Ceperserc. What are you going to do if it does increase? 

Mr. McDonatp. The Lord knows, I do not. I will probably start 
selling Ford automobiles. 

Mr. Ceperserc. Would you not attempt to pass it on to your cus- 
tomers ? 

Mr. McDonatp. No, sir, because I have some of them that would 
holler to the high heavens. 

Mr. Cepersure. Do not customers always holler to the high heavens ? 

Mr. McDonatp. But I do not like them hollering at me. 

Mr. Ceperserc. They are protecting themselves just like you are 
hollering. Your customers complain to you about your price, do they 
not, at times ? 

Mr. McDonatp. Not now, because I think we are fair and equitable, 
but they sure would holler about a half cent increase in postage, I am 
sure of that. 

The Cuarrman. You are paying 114 cents now ? 

Mr. McDonap. About half of our mailing, I would say, is third 
class, and about a fourth of it is first class, sir. 
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Mr. Creperserc. Do you agree with the Hoover Commission that the 
Post Office Department is predominantly of a business nature? 

Mr. McDonatp. That is a moot question. The Constitution says 
that it should be a service to the people. That I am in accord with. 
Now, I think his intent was that it should be set up and operated as a 
business for a service to the people. 

Mr. Creprerserc. Whereabouts in the Constitution does it say that? 
Maybe I am wrong, but I do not know. 

Mr. McDonatp. It may be in the laws, I do not know. Patrick 
Henry said it. 

Mr. Ceperserc. Do you know how much Patrick Henry charged for 
a letter ? 

Mr. McDonatp. They had horses in those days, and we have vehicles 
now. 

Mr. Corserr. Mr. Chairman, I have a question. Is what the gentle- 
man is trying to say here along the line that, because of the bulk rates 
and the competition for the advertisers dollar between all of the adver- 
tising media, our job perhaps is to find out where the point of diminish- 
ing returns sets in, and wherein, at what price, we are going to get the 
most revenue and provide the most service? Is that about the burden 
of the gentleman’s statement ? 

Mr. McDonatp. Yes, sir. That is just about the gist of it. I read 
your testimony 3 years ago, and it was wonderful testimony, Mr. 
Corbett. 

Mr. Corserr. Thank you, that could be a minority opinion. 

Mr. McDona.p. I hope not, sir. Now, it is true we would lose 2 or 3 
second class users, I belies, but they would get into something else, 
these particular ones. But my point is this: Speaking of subsidizing 
which I would rather not, the small-business man is actually being sub- 
sidized less than the big-business man. That is the advertiser. I am 
speaking of second-class mail now. All of these big magazines are 
involved. The people who use that space as advertising, in those mag- 
azines, can afford increased advertising rates. For instance, actually 
in the case of automobiles, the automobile manufacturer passes that on 
down the line to the consumer. Of course he does not know that, but 
it sure is passed on down. 

However, when you add a half a cent to something, the customer 
is going to start screaming and he is going to get on my back about 
it. 

Mr. Corsertr. There comes a point, even with the automobile manu- 
facturer, when he can price himself out of the market. 

Mr. McDonaxp. Yes, he sure can, but I do not think that you 
would see 40 million people walking. They are going to buy an 
automobile somehow or other. 

Mr. Corserr. I will agree with the gentleman that on this matter 
of examining the Hoover Commission recommendations, and exam- 
ining the testimony that is presented here, it is a very delicate and 
at the same time complex job of trying to find out exactly where the 
price is that brings you the greatest return. If we were smart enough 
to do that, this problem would disappear. However, I agree with 
this: 

At the time I testified in behalf of third class, as one of the volume 
producers of the post office, 1 was in the newspaper business. Third 
class is in competition with that. They were in competition with 
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my business. It is a very serious thing. At the same time, there is 
this danger that we have to regard: If we chase this type of mail 
cut of the post office into the hands of distributors, we have not done 
exactly the right thing either. 

We can now get uniform distributors in my city to move this 
circular type of mail or circulars for about $8.50 a thousand, as 
compared with $15 a thousand in the post office. Yet, there are still 
many, many people that would rather pay the $15 because they feel 
they are getting more efficient service and they are getting it de- 
livered better. 

However, I think the gentleman’s testimony has been very interest- 
ing. But I do hope that he appreciates the problem that we have 
a job here of not necessarily holding the rate at this figure. We 
may find that adjustments are in order, and we are going to have 
to ask that business adjust itself to those rates. Certainly, we have 
to consider all of the things that the gentleman owe to us. 

Mr. Lestnsx1. I want to commend the gentleman for his forth- 
right statement. In a democracy we all have the right to express 
our opinions on various subjects. Now, there is one little point that 
I would like to cover here. You mentioned this and I want to clarify 
the record. You do not mean that first and third should be dropped, 
do you, seriously ? 

Mr. McDonaup. You mean decreased ? 

Mr. Lestnski. Yes. 

Mr. McDonatp. Well, no, sir, I do not. I probably mentioned that 
in passing. But I am not against increasing the tax load. 

Mr. Lesrnsx1. Let us say that we want—lI will put the words in 
your mouth for the record here, but you intended to say to leave 
the second and third as they are? 

Mr. McDonaxp. No, sir. 

Mr. Lesrnsxt. I am talking about first and third, I am sorry. 

Mr. McDonaxp. Here is what will happen: If second-class rates are 
increased to a more equitable rate, and first class is left as it is, then 
more advertisers will use first-class mail because of the small differ- 
ential. Then, what will happen, is that the post office will then take 
11 steps to sort all of these first-class letters that are going to be 
dumped into the post office. That is advertising literature, and they 
will not be sorted nor tied in any way, and they would not be stacked 
up because the post office would not require it. 

However, if they use third class, of course, they have to tie it up 
and sort it, and everything. They must do everything but deliver it. 

Mr. Lesinskt. It is less than 60 percent that third class pays its 
way. The gentleman is saying, in other words, that we ought to level 
all rates, with the exception of second-class rates which should be left 
as they are. Second class only pays about one-fourth of its way, and 
that is the magazines that you mentioned. 

Mr. McDonauxp. Yes, sir. 

Mr. Lestnski. You want to leave first and third as it is? 

Mr. McDonap. That is what I would strongly recommend, sir, be- 
cause the second class, which I am concerned with, too, does not pay 
near its way. 

Mr. Lestnski. Well, thank you, Mr. Chairman. 

Mr. Atexanver. Mr. McDonald, is it not true that any business that 
uses either first-, second- or third-class mail in the end passes the cost 
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whatever it may be, on to the consumer of its product? Is that not 
true ¢ 


Mr. McDonaxp. Well, yes, sir. 

Mr. Avexanper. If that is true, then why do you make the distinc- 
tion of raising 1 class and lowering the other 2? 

Mr. McDonatp. Because, Mr. Alexander, I do not believe, sir, that 
the first class and third class can take another increase. 

Mr. Atexanper. Did you not admit that they pass it on? <A busi- 
ness that uses third class is a business just the same as any other busi- 
ness, is that not true? 

Mr. McDona.p. I am sorry, I did not hear you. 

Mr. ALEXxANpDeER. I say, a business that uses third class passes its cost 
on, Whatever it may be—advertising and delivery and everything else, 
with regard to their business, whatever their business may be, is passed 
on to the consumer ? 

Mr. McDonatp. Yes, sir, it is passed on down the line, and of course, 
it costs more to buy anything that is advertised. Well, the great 
American people of ‘which we are all part and parcel of are not going 
to come up here in one great body and say, “I want to be heard.” They 
will never do it. But I do not profess to be capable of speaking for 
the American people, however, I am speaking for myself. I believe 
sincerely, sir, that if it is passed on down the line it is going to cripple 
the economy. 

Mr. Avexanver. Did I understand you correctly then, that you mean 
that you feel that second class is the only class that can pass it along? 

Mr. McDonaxp. No, sir, I say that it should be raised to a more 
equitable rate. I do not know how much of its share it is paying, 
probably a tenth, and why not even raise it up to half its way. That 
would ease the pain a little bit for the general. 

Mr. Dowpy. I think it pays approximately 20 percent of its way, or 
nearly the freight cost. 

Mr. McDonaxp. I have no complaint against the magazines, and 
there are a lot of nice ones on the market today and in the mails and 
whatnot. However, why rob Peter to pay Paul? Let Paul pay a little 
bit of the thing. 

Mr. Avexanper. The American people are going to. pay it either 
way, and actually it comes down to which is the most equitable way and 
who should pay it, the users of the mail or the taxpayer. Is that ~ot 
fundamentally the problem? We all realize that the service of the 
post office is going to continue, and we hope all of our people will get 
mail delivery and so forth, and have it throughout the year. 

Mr. McDonaxp. That is right. 

Mr. Avexanper. Do you have any feeling, though, that any one of 
the classes of mail ought to pay its own way’! ’ 

Mr. McDonax. That is a debatable question, which a lot of people 
could debate for a long time. However, the Congress has the responsi- 
bility to say that the post office is a service or they should say it is a 
business. If they s say it is a business, the American people say, “We are 
going to pay for this business,” but they say it is a service, they = 
going to say, “Well, serve us.” They do not mind paying a small 
tion of it, but if the Congress would say which it is, I think that w cold 

satisfy the general public more than anything else. 

Mr. Lestnsxr. ‘There is one point that you mentioned here about this 
advertising. 1s it not true that a business may hire individuals to pass 
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from house to house its circulars and the Post Office Department can- 
not do that ¢ 

Mr. McDona.p. I have a Scout troop in Columbia, and we have 
some small advertisers who cannot afford to pay a cent and a half, and 
we deliver them for $7.5 a thousand. 

Mr. Lestnsk1. Pardon me, at that point, the Post Office Department 
has to sort this mail and so forth, and deliver it, which of course in- 
creases the cost. Now, a businessman may hire certain individuals 
and all he does is deliver to a certain section of the town and start 
dropping them off at each door, and for that reason the cost per item 
is much cheaper. Now, in third-class mail, would not it be—for the 
areas outside of town, where the homes are further apart and it would 
require a larger cost per unit to deliver—that by increasing the rates 
on that particular thing in third class you as a businessman would be 
saving per individual in certain areas, but it might cost you a little 
more in other areas by using the post office ? 

Mr. McDona.p. That was a good statement, sir. 

Mr. Lestnsxr. Let me clarify that. In a dense area, it is cheaper 
for a businessman to hire an individual to distribute his mail, is that 
correct ? 

Mr. McDonatp. That is correct, yes, sir. 

Mr. Lestnsxk1. Now, in an area that is scattered, where the homes 
are far apart, like the rural areas and so forth, it is cheaper for the 
businessman to take his advertising to the post office, is that correct ? 

Mr. McDonarp. Yes, sir. I want to see if I follow. I do not 
know whether I fell by the wayside or not. You say, sir, that a 
businessman, and I am getting out a circular about a sale that I am 
having, and I want to cover a densely populated or heavily populated 
section of town. Well, I get some Boy Scouts to put out those cir- 
culars, but I want to cover another section of town that has a house 
per block. So, I get the post office to do that. Well, we do not do 
that because when I get my Boy Scouts to deliver circulars in a thinly 
populated section, I get them to do that and then give them credit 
for a 5-mile hike, because actually, they hike about 15 miles. Of 
course, that is not true all over the country. 

Mr. Lestnsk1. At that point is it cheaper for you to send that in the 
thinly populated area by using the Boy Scouts, or send it to the Post 
Office Department ? 

Mr. McDonatp. It would be cheaper. It would cost the Post Office 
Department more and that is what we do a lot of times. When it 
is thinly populated areas, we use Boy Scouts to distribute circulars. 
But people still like to get mail in their mailbox, and as you know, 
you cannot put a hand bill or distribute it by individuals in a mailbox. 
It is against the law. So, they put it on the porch. A lot of them 
being children, of course, do not put them under the doormat and they 
blow off. Then the lady gets mad at Joe Blow’s Garden Center, and 
she does not go there. 

Mr. Lestnsk1. Actually, would it not be cheaper for the advertiser, 
for you as a distributor of letters, to mail to a home where the indi- 
vidual is interested in that type of circular that you are sending out 
than to distribute the circular from door to door and have it clutter 
up the neighborhood or have it dropped in the basket as soon as they 
get it? 
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In other words, the cost of printing and the paper and the sending 
is a lot more expensive, in fact, in spite of the fact that per item it is 
cheaper for you, as a distributor of mail, to pick out which people are 
interested in such a matter ? 

Mr. McDonatp. I am afraid to say yes or no to that, because I do 
not quite understand that. 

Mr. Lestnsxi. Let_us put it this way. There are 100 homes in a 
block, and let us use that figure. Out of the 100 homes, there are only 
5 families interested in what you are putting out. That is 5 people. 
Now, the businessman will send out to each of the 100 homes a handbill 
or whatever it might be. The 100 handbills for distribution in print- 
ing costs a lot more than sending only to the 5 in the same group of 
homes: does it not ¢ 

Mr. McDownatp. That is right. 

Mr. Lestnsxi. That is the answer I am trying to derive. 

The Cuarrman. If that is all, thank you very “much, Mr. McDonald. 

The House meets this morning at 11 o'clock, and I regret we do not 
have more time to hear these various witnesses who are scheduled to 
appear this morning. Is there any witness here who can get through 
in about 5 minutes, and not more than 10 minutes? 

This is Mr. Stark, of the Stark Nurseries & Orchards Co. The com- 
mittee has had the pleasure of having Mr. Stark appear before us on 
several occasions before, in connection with postal rate legislation. 


STATEMENT OF PAUL C. STARK, VICE PRESIDENT OF STARK BROS. 
NURSERIES & ORCHARDS CO., LOUISIANA, MO. 


Mr. Stark. Mr. Chairman and gentlemen, I know your time is up 
and I deeply appreciate your giving me an apportunity, and I will 
make it just as brief as I can. 

The Stark Nurseries have been located at Louisiana, Mo., for 140 
years and have gradually built up their business over the years, largely 
by using the United States mail. We have used extensive mailings to 
customers and prospective customers and to our part-time salesmen in 
all parts of the country. We also deliver a large percentage of our 
products to our customers by parcel post. 

We have used the United States mail for advertising, promotional 
and service to our customers and our salesmen. 

The results secured from planting our products depends much on 
the advice and growing directions we give to our customers. The 
frequent mailings to our salesmen not only helps to increase their abil- 
ity and efficiency as salesmen but the training and advice given to them 
by us through the United States mails greatly increases their value 
as advisors to their customers. 

The above facts will indicate how important and widespread are 
the uses and benefits that our customers and salesmen receive from 
this use of mail. 

In recent years the greatly increased costs of all classes of mail has 
made serious reduction in the results we have secured from mailings. 
Our margin of profits from this type of business that we secure from 
these mailings had gone down constantly and we have been forced to 
discontinue many mailings that we formerly found profitable. Asa 
result, we are using the mails less and less instead of inc reasing the 

size and number of mailings. 
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In order to keep sufficient volume to make a profit we have had to 
switch a larger percent of our business to a different type of selling 
where we do not use the mails except for a limited number of first- 
class letters. We only adopted this type of selling because we felt 
the constantly decreasing returns from third-class mailing were cre 
ating a vicious circle that would lead to serious losses for our business. 

Our business and other nurseries can be classed as smal] business 
and it is in this type of American business that these continual in- 
creases in all classes of mail are creating such critical situations and 
forcing the decreasing use of the mails to secure customers and service 
them after they buy. Many mailings which we formerly used profit- 
ably do not now pay so they have been discontinued. 

The results of other factors affecting business procurement have 
intensified the harm to the business we formerly secured through mail- 
ings, particularly third-class mail. 

In that connection, I just want to mention the economic situation 
of a lot of our customers, the farmers and people we do business with. 
That is another factor that makes it less profitable. 

This is a situation which should be faced now before it does great 
harm to many so-called small-business firms that have served the 
public efficiently and well. 

The vicious circle of less use of mails, less business, less profits, and 
less revenue to the Postal Department and less income tax being paid 
by small business, means that everyone loses—the public, the Govern- 
ment, and small business. 

The facts I have outlined apply to both third-class and first-class 
mail but are especially important to third class. Under all these 
circumstances we strongly recommend that no further increases be 
made in third class or first class at this time. 

Many so-called big businesses may be showing outstanding profits 
but in these days of top prosperity the small-business man is beset 
with conditions and factors which greatly increase their difficulties 
of doing a profitable business with the ever-decreasing margin of 
profits due to increased overhead, and costs of doing business. 

We are strongly of the opinion that the proposed Commission for 
postal ratemaking would be a mistake and that this power and author- 
ity should be retained by Congress. 

The Cuarrman. Are there any questions? 

Mr. Gross. Mr. Stark, I am glad that you mentioned the depres 
sion in agriculture and its direct effect upon small businesses. 

Mr. Srark. It is a very direct effect because it is hard to get your 
mailings to pay, and if your expenses are higher and higher you can- 
not keep on mailing if youare not paying. __ 

The Cuarrman. Is not that increase in the large volume of all 
classes of mail year after year continuing ? 

Mr. Starx. No, Mr. Chairman. 

_ The Cuarman. The mailings of the Post Office Department are 
increasing; are they not? The volume has increased and the amount 
also has increased, and the amount of revenues ? 

Mr. Srarx. I have not all of those figures, Mr. Chairman, but I 
am just talking about the effect on small business such as we rep- 
resent. That is nurserymen and seedsmen and other people who do 
business direct, and also as Mr. Gross has suggested with the agri 
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culture people. They have difficulties as you know in agricultural 
regions, serious difficulties, and it is just intensified in the effect on 
trying to use these lists and things in this third-class mailing that 
we used to use, but we just could not use them. 

The Cuarrman. I have had numerous complaints that the bill does 
not raise third-class rates enough. We have a bill before this 
committee, introduced by Representative Harrison, of Virginia, which 
provides that third-class mail shall pay the same as first-class mail. 

Mr. Srark. Well, it would just mean that we would have to dis- 
continue and do what we have done. We have worked over a lot 
of our businesses to another class of contacts and selling that does 
not use the mail. 

The Cyarrman. Do you not have your salesmen out An the field 
like you used to have? 

Mr. Stark. We have a lot of those, but we have gone to full-time 
salesmen and we do not use the mail on these other classes of salesmen, 
except some first-class mail. 

The CuHarrmMan. You do not pretend that third-class mail is paying 
its way, do you, Mr. Stark? You do not contend that it is paying the 
cost of its delivery through the mails; do you? 

Mr. Srark. According to the records, I suppose it does not. But 
the point I am making is this: I am speaking almost entirely, Mr. 
Chairman, from the attitude of small business trying to get more 
business and if they use the mails more maybe they will make more 
profit, if they could use more. Now, we could make these lists pay, 
if we could do that we would use them more and more. But we just 
cannot make them pay through various factors. We cannot make 
them pay and so we use them less and less. 

We have had to switch to another type of business. If you keep 
getting less, that affects a lot of other businesses and ‘that will be a 
serious situation. 

The CuHarrman. Mr. Stark, there has been an increase in the oper- 
ation of your business since 1932; has there not ? 

Mr. Starx. Oh, yes, sir. 

The CuarrMan. A large increase? 

Mr. Stark. Yes, sir. 

The CHatrmMan. You could not operate your business today, if you 
had your prices on your 1932 costs; could you? 

Mr. Stark. No, sir. 

The Cuarrman. How do you expect the Department to have rev- 
enue which is practically the same as it was in 1932 and pay all of 
these additional operating costs which are now current in 1956? 

Mr. Srark. I know that is a problem, Mr. Chairman, but I am 
mentioning it from the standpoint of using larger mailings and thus 
getting the situation so that people could use larger mailings instead 
of reducing them. If you keep reducing down the use of this mail, 
you still have a lot of your overhead in your postal department and 

if you do less business it will reduce your income. 

The Cuarrman. If you are already losing on this class of mail, if 


you continue to increase the volume, you say it would not increase the 
7 7 


Loss 


Mr. Stark. I will say it this way: That all of these small busi- 
nesses, if it gets so a lot of them have to go out of business, a lot of 
them will go out of business. 
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Mr. Rees. On account of postage rates ? 

Mr. Srark. Well, that is one factors. They would use less mail- 
ings and get less business and if they would not make a profit they 
would gr: adually be forced out of that type of business or go into 
an entirely new type of business where they would not use the mail 
or something of that kind. It is a real problem, for small business. 

Mr. Lesrysxt. I have one brief question. You mentioned big busi- 
ness, and so forth. Is it not true that in spite of figures on the 
economy of the entire Nation, there is a large core of business of the 
Nation that is suffering today ? 

Mr. Stark. What is your question again, please, sir? 

Mr. Lesinsk1. In spite of the figures published of the national 
economy as a whole, that the hard core of the Nation is suffering, 
and that is small business ¢ 

Mr. Srark. I think that that is true, particularly small business. 
They hi ave real problems, gentlemen. 

Mr. Crereita. Mr. Stark, your business is operating a nursery in 
Missouri ¢ 

Mr. Stark. Yes, sir. 

Mr. Creretta. What type of a nursery stock do you have? 

Mr. Srark. Fruit trees to quite a large extent. We have been 
fr uit-tree specialists, largely, but we do handle other things. 

Mr. Cr SETELLA. You have flowering shrubs, and so on ¢ 

Mr. Stark. A general line of nursery stock, but we have been spe- 
cialized i in fruit trees. 

Mr. Creretia. You put out a brochure, I take it, in connection with 
that activity ? 

Mr. Stark. Yes, sir. 

Mr. Creretia. Like Barnes Bros. up in Connecticut and the Allen 
Strawberry group / 

Mr. Stark. We do it in different ways. We do it through salesmen, 
Too, 

Mr. Creretta. How many of those brochures do you put out through 
the mail? 

Mr. Srark. I do not know. We have put out sometimes several 
million of them, 1 or 2 million. But we are putting out less now. ‘ 
That is the point I was trying to make, that we are cutting out that 
mailing because where they paid before, a lot of them, they do not 
pav now. We had to stop it. 

Mr. Crerecia. So you were putting in the mail several million of 
them ? 

Mr. Srark. One to two million of all different kinds of material. 
It varies in the year. 

Mr. Creretta. Well, your heaviest mailing is generally in the 
winter months, is it not, for spring planting / 

Mr, Stark. We do some in the summer and in the fall, and we try 
to spread it around. 

Mr. Crerecta. Have you ever taken a survey of what. business 
comes in through that medium / 

Mr. Stark. Oh, yes, we know exactly. We have each one of them 
keyed or we would be out of business if we did not. We would not 
know what we would be losing otherwise. That is the way we elimi- 
nate these marginal lists, and these marginal things that we used to 
make mailings on, and it used to be profitable. 


75403—56 17 2 





———— 











252 POSTAL RATE REVISION 


Mr. Creretia. By a marginal list, are you referring to the list it- 
self as against the product? 

Mr. Srark, I am referring to the mailings to get business, to pro- 
cure business. We make mailings on certain kinds of lists and certain 
kinds of old customers and we find out if these mailing lists will pay, 

and if it does, we will do it the next year. If we lose money, we stop it. 

Mr. Creretia. That is geared to a particular product. If you find 
that a particular plum tree, for instance, does not sell, then you take 
it out of circulation, do you not? That is what you have reference 
to now, is it not? 

Mr. Srark. I am talking about our mailings now. When we are 
trying to get business, we mail these circulars and various kinds of 
literature to these people to try to get more business. Now, if we kee 
x record of that mailing, it will be keyed and as it comes in we will 
know whether that particular mailing made money or whether we lose 
on It. 

If we lose, we will discontinue it next year. That is what has been 
happening. We have been cutting out a lot of things that used to 
pay us. 

Mr. Crerecta. It is a duplicate list of the same customers? 

Mr. Srarx. Not necessarily, we have each kind of list classified. 

Mr. Creretia. And they do travel all over the United States? 

Mr. Srarx. Oh, yes, these go all over the country. 

Mr. Creretia. How heavy is your publicacion or your brochure? 

Mr. Starx. It is all different kinds. We have 2 or 3-sheet ones, and 
then we have a 16-sheet one, and then we have a larger catalog, a dif- 
ferent variety in all. 

Mr. Creretita. How much does the 16-sheet one cost you, to put in 
the mail ? 

Mr. Stark. Well, now, those figures, I am in the research end of it, 
and I could get those figures for you, but I have not those figures at my 
fingertips, and I used to have that. At this time, the younger gen- 
eration is handling that end of it, and I would not want to guess at 
that. 

Mr. Creretia. You have not any idea, for the purpose of the 
record, what that 16-sheet catalog would cost? 

Mr. Starx. I would hate to say, because it might be a guess, sir, 
and I would not want to make an incorrect statement. I can get this, 
though. 

Mr. Cretetxa. I think it is important for us to know those figures, 
and such things. 

Mr. Stark. I can try to obtain it. 

Mr. Creretia. If you are putting millions of copies of 16-sheet 
brochures into the mail to benefit your business, which is a laudible 
effort, of course, I do not think that you as a taxpayer would expect 
me as a taxpayer to help you get your books out to California or into 
Connecticut or into any other city of the Union. Would you? 

Mr. Srarx. No, except that if we can use more and more mail, we 
will pay more and more postage, and there would be more income to 
it. It isa sort of diminishing return. 

Mr. Creretia. The income would be to you and not to the Govern- 
ment. It has already been proven that it is a losing business. 
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Mr. Srark. If we are losing, we just have to cut it out. We reach 
a limit there. 

Mr. Creretua. And the products that you advertise in your publica- 
tions, they have increased in the cost to the consumer ? 

Mr. Srark. Some, yes, I believe they have. 

Mr. Creretia. And you have taken into consideration such things 
as labor costs ? 

Mr. Stark. You have to if you stay in business. 

Mr. Creretia. And other items that go to make up your expendi- 
tures ¢ 

Mr. Starx. But, if you get up to a certain place, and you cannot 
go any higher, then you lose business and they still have your over- 
head. You show a loss then. 

The Cuairman. I think it is necessary for us to adjourn at this 
time. Thank you very much Mr. Stark, and we regret we could not 
get to the other witnesses scheduled for today. Those witnesses who 
have not been heard today will be heard tomorrow. I am hopeful that 
we can accommodate all of the witnesses tomorrow and Friday. I 
hope we can have both morning and afternoon sessions Thursday and 
Friday. 

Mr. Stark. Thank you, gentlemen. 

The Cuarrman. The hearing will be recessed until 10 o’clock to- 
morrow morning. 

(Thereupon at 11:15 a. m., a recess was taken until Thursday, 
March 22, 1956, at 10 a. m.) | 
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THURSDAY, MARCH 22, 1956 


House or REPRESENTATIVES, 
ComMITrrEE ON Post Orrice AND CIvIL SERVICE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHatrmMan. The committee will be in order. 

The hearing will be resumed on H. R. 9228, the postal rate legisla- 
tion. Is aoe Charles E. Sweet present this morning? If not, we will 
call Mr. George J. Hecht, president of the corporations publishing 
Parents’ Mag izine and other magazines. 

Mr. Hecht, will you come forward? Mr. Hecht has advised me 
that he must return to New York City this afternoon. We will ac- 
commodate you by calling you first, sir. 


STATEMENT OF GEORGE J. HECHT, PRESIDENT OF THE CORPORA- 
TIONS PUBLISHING PARENTS’ MAGAZINE AND OTHER MAGA- 


ZINES, PARENTS’ INSTITUTE, INC., PUBLISHERS, NEW YORK, 
N. Y. 


Mr. Hecuv. Mr. Chairman and gentlemen, I am George J. Hecht, 
president of the corporations rr shing Parents’ Magazine, Chil- 
dren’s Digest, Humpty Dumpty, ‘alling All Girls, and Compact. 
Each of these m: igazines is publiched by a separate corporation. 

Here is how the propose sd second-class post: ge increases provided 
for in H. R. 9228 would affect these five magazines, all of which are 
distributed by second-class mail. 

I shall first give you the figures on the effect of the proposed in- 
creases In postage rates on Children’s Digest, Humpty Dumpty, 

Calling All Girls, and Compact, which currently have a combined 
monthly circulation of about 214 million. I] shall not give you the 
circulation figures or the financial figures on the individual maga- 
zines because this is confidential information, and I do not want to 
reveal it to our competitors. 

However, I will give you the figures for these 4 magazines combined 
for each of our last three fiscal years, which run from August 1 to 
July 3 

For our fiscal year 1955 these four magazines were operated at a loss, 
and the increased postage that we would have had to pay if H. R. 
9228 had been enacted would have been $32,060. Consequently, our 
loss would have been $32,060 more than it already was. 

In 1954 the circulation of these four magazines grew, and the 
passage of H. R. 9228 would have increased our postage bill by 
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58,200. These four magazines still operated at a loss, and so our 
loss would have been $58,200 greater than it already was. 

For our fiscal year 1955 the circulation of these four magazines in- 
creased further, to 214 million which it is now, and I am glad to say 
these companies were in our last fiscal year operated at a profit. But 
the increased postage that we would have had to pay on these four 
magazines with a current aggregate circulation of 214 million would 
if H. R. 9228 passes be $74,970 which is more than the profit that we 
made on the four magazines. 

Consequently, the passage of this new bill would probably so 
discourage us that we would probably have to conclude to stop pub- 
lishing them. Children’s Digest. Humpty Dumpty for very young 
children, Calling All Girls, and Compact, the young people’s digest, 
are considered among the finest magazines for boys and girls published 
in America. Yet if H. R. 9228 passes, they would be published at a 
loss, and we would probably be forced to discontinue them. 

Parents’ Magazine, with a paid circulation of 1,675,000, is published 
at a satisfactory but modest profit. However, if H. R. 9228 had been 
passed, it would have increased our costs in 1953 by $129,070, which 
would have decreased our profits before taxes by about 70 percent. 
For fiscal year 1954, the poner of H. R. 9228 would have increased 
our postal costs by $144,913 and would have decreased our profits 
before taxes by 47 percent. And for our fiscal year 1955 the passage 
of H. R. 9228 would have increased our postal bill by $160,319 and 
would decreased our profits by 49.8 percent. 

Now, I wish to give you the combined figures for our five magazines 
by classes of rate increase. The proposed increase in the first-class 

rate from 3 cents to 4 cents would cost us $57,000 additional. The pro- 
posed increase in second-class rates by 30 percent would cost us 
$124,000 additional ; and the proposed increase in third-class mail from 
114 cents to 2 cents per letter would cost us $54,000 additional, or a 
total of about $235,000 based on our 1955 fiscal year figures. 

This would be 65 percent of our total combined profits before taxes 
of our five magazine publishing companies. And fiscal 1955 was one 
of the best publishing years in our 29 years in the magazine publish- 
ing business, in many of which we were in the red and in a great many 
of which we only a little better than broke even. 

And, we cannot afford to assume that every year is going to be as 
good as 1955, which was a year of peace and great prosperity. If 
business recedes a little and H. R. 9228 is enacted, even a 5 percent 
drop in Parents’ Magazine’s current advertising revenue would put 
our combined publishing magazines in the red. 

When costs for paper and printing and labor go up, they go up 
from perhaps 3 percent to 5 percent a year at the m be Magazines 
entered as second-class mail have already absorbed 3 recent 10 percent 
increases in second-class mail rates, a total of 30 percent. This was 
already a great hardship on our company and it is responsible largely 
for the losses that our children’s magazines suffered in the last few 
years. We just cannot afford to take the proposed further increases 
in postal rates. 

We cannot pass on increased postal rates either to our subscribers 
or to our advertisers. We have already increased the price of our 
magazines from 25 cents to 35 cents, and we could not go any higher 





<2 RD espe 





POSTAL RATE REVISION 257 


than 35 cents because people would simply not buy them at higher 
prices, or pay higher prices for a magazine of our character. 

Our advertising rates have been increased stes adily and we feel that 
we cannot increase them any more because magazine advertising rates 
have to be competitive w ith new spaper advertising rates, and newspa- 
pers are for the most part not distributed by mail and many of them 
would not be appreciably affected by the proposed postal increases. 
And more important, magazine advertising rates have to be com- 
petitive with radio and television rates which are not affected at all 
by postal rate increases. We cannot raise our prices to provide for 
uny more postal rate increases. 

A magazine in our field, Today’s Woman, with more than a million 
paid circulation, recently went out of business. The previous 30 per- 
cent rise in postal rate was an important contributing factor in making 
this fine magazine unprofitable. 

And please bear in mind that when we do make a profit, 52 percent 
of that profit goes in corporate taxes to the United States Government 
anyway. So, if you increase postal rates as proposed in this bill, the 
Government would only get 48 percent of the increased postage we 
would pay anyway, if we continued all our magazines. But if we 
discontinued some of our magazines, the Government would get both 
iess postage and less taxes from us. 

I can tell you as a businessman that the proposed increase in sec- 
»nd-class rates will be bad business for the United States Govern- 
ment and will result in a serious blow to adult education because many 
worthwhile publications will go out of business. 

From my definite figures you can see how disastrous the passage of 
this postal increase would be to our company. It is true that the 
amount we pay for postage is small compared to our costs for labor, 
paper, and printing, which are major items of expense. But maga- 
zine publishing is run on a very small margin. 

Our overall picture of all our affiliated companies shows a profit of 
only about 214 percent of our total volume of business. I fe sae 
that magazine publishing has next to the lowest margin of profit of 
any industry. 

I understand there are something like 25,000 publications entered 
as second-class mail. There are less than 100 magazines with giant 
circulations and big advertising revenues. A vast majority of mag- 
azines have relatively small circulation and are published on the nar- 
rowest of margins. It is true that there are a few very profitable 
business magazines that have huge advertising revenues, which would 
not be seriously hurt by postal rate increases, but such publications 
are very few in number. 

The vast majority cannot afford postal rate increases. And may I 
ask that the committee not be deceived by the testimony of a few news- 
paper publishers who come in and say they do not object to an increase 
in second-class post: al rates. They do not object to post: al rates going 
up because newspapers mail out such a very small y reentage of their 
copies. The Denver Post, whose assistant publisher testified before 
you on March 14, 1956, mails only 2 percent of their total circulation ; 
that is, according to their own testimony. 

With such infinitesimal use of the mails no wonder they do not 
object to postal rates going up. 
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The proposed bill H. R. 9228 is discriminatory. This bill and the 
previous postal rates bill would impose a 69 percent increase in 
second-class rates—a 30 percent increase on the top of a previous 30 
percent equals a total of 69 percent—on many publications issued by 
business corporations, while favoring similar publications put out 
by nonprofit organizations which are exempt from any increase under 
this bill and which are exempt from the three previous 10 percent 
increases in second-class rates. For example, a circulation competitor 
of ours, the National Parent-Teacher Magazine, had no increase in 
second-class rates under the previous bill and none is proposed for it 
under this bill because it happens to be published by a nonprofit 
organization, but Parents’ Magazine, covering the same field, already 
has had a 30 percent increase and now a further 30 percent is proposed 
on top of it. 

We already had a 30 percent increase and now we are putting a 30 
percent increase on top of the 230 percent that the postal rates were 
raised to, so that postal rates will go up to 169 percent of what they 
were 5 years ago. 

This bill would impose 69 percent on business corporations but 
nonprofit corporations were exempt from any increase in the past bill 
and are exempt from any increase in the current bill. We have a 
circulation competitor called the National Parent-Teacher Magazine, 
with editorial content very similar to ours, and they had to pay no 
increase in postal rates under the last bill and no increase in postal 
rs ites under this bill. Therefore, I claim that this bill is 

‘rimn latory. 

“Tl he bill also works particular hardship on magazines hke ours 
which are sold largely bv subseri ption. Parents’ Magazine is 97 
percent sold by : subscription and all these copies have, of course, to 
be mailed. Relatively few of our cople es are ‘sold on the newsstand. 
The magazines with big newsstand sales can and will stop sending a 
lot of the newsstand copies to news distributors and dealers by mail 
and will ship them instead by cheaper methods—freight or truck. 

And this loss of revenue by the Post Office will make their deficit 
even greater. But Parents’ Magazine and many, many other 
magazines cannot do this because they are em . nantly sold by 
subscription. We just have to mail our copies. 

I should like to record myself in full sympathy with the statement 
on postal policy and rates issued by the Magazine Publishers 
Association, of which we are members. I believe this statement, which 
T hold in my hand, will be submitted by our association for the record 
when it presents its testimony, and it has already been distributed to 
them, the members of this committee, and it will be officially submitted 
when they testify next week. 

I do not want to put this in the record, and T think it is the place of 
the association to put it in the record. 

Mr. Rees. Did you say you did not want it in the record ? 

Mr. Hecur. I wanted to record that I was in svmpathy with it. I 
did not know whether you wanted it for identification. 

I complete ly agree that Congress should first determine the policy 
as to whether the Post Office Department should be run as a business, 
and should attempt to pay its own way, or whether it should be con- 
sidered a public-service department. as are the other departments of 
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the Government, the Department of Agriculture, the Department of 
the Interior, and so on. 

I further wish to record my agreement with the Magazine Pub- 
lishers Association that postal ratemaking is a function of Congress 
and should not be delegated to an independent commission, any more 
than the fixing of farm subsidies or income taxes should be delegated 
by Congress to an independent commission. 

If it were not for the preferential postage rates which virtually 
every government in the world that I know of gives to magazines, they 
could not exist and render the service that they now do. Magazines 
are one of the foremost sources of adult education in this country. 
For example, if it were not for the service that Parents’ Magazine 
renders in advising the mothers and fathers of America on the best 
method of bringing up their children, the United States Children’s 
Bureau would have to publish and distribute at considerable cost many 
times as many booklets for parents on child-rearing methods as they 
now do. 

Prosperity in America depends upon an educated citizenry. Our 
schools educate most of our people only up to 16 and 17 years of age, 
and a large proportion of children leave school at 12 years of age. 
Adults need continued education and information. The fine Ameri- 
can magazines are doing this needed adult education job. 

If they are forced out of business by increased postal rates, the 
Government would have to take over the job of disseminating infor- 
mation and continuing adult education, and this might well be the 
beginning of the governmental dissemination of information as it is 
in Russia. 

The Cuamman. Mr. Hecht, you have appeared before this com- 
mittee on several prior occasions in opposition to postal rates, have 
vou not ? 

Mr. Hecur. Yes. 

The CHatrman. You have always told the same old tale or story 
of woe and doom each time. You never have endorsed any kind of 
a postal rate increase, have you ? 

Mr. Hecur. The 30-percent increases that have already been put 
into effect have kept many of our magazines in the red, and we have 
unusual prosperity at this time. We cannot expect the prosperity 
of the country always to go on at such a high level. 

I think even if we doubled or tripled postal rates in the second 
class it would come nowhere meeting the Post Office deficit. Post 
Office deficits can only be met by an increase in the first-class rates. 

The Cuamman. Do you approve of the increase of first-class rates 
to4 cents? 

Mr. Hecur. I am here to take a position against second class. 

The CHarrmMan. You said the only way to meet the postal deficit 
was to increase the first class. Are you in favor of it/ 

Mr. Hecur. I would see no objection to that. That is only a 30- 
percent increase, and the magazines have already a 30-percent increase. 
All of the other rates of postage have increased, and [I do not see 
why first class should not be increased as much as the second class 
has already been increased. 

A number of years ago, in 1932, they raised second-class postage 
rates, and for 2 years the postage rates were pretty high. As a 
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result of those high postage rates, that lasted for 2 years, the volume 
of second-class mail decreased so greatly, and so many magazines 
were forced out of business and so many magazines resorted to other 
methods of distribution, that the Congress repealed the bill and low- 
ered the postal rates. 

The CHamrman. So you have practically the same rates for maga- 
zines now as you had back in 1932? 

Mr. Hecnt. No; they are increased. They have been increased 
30 percent. The bill was passed 3 years ago, and that was the resulted 
increase. 

The Cramman. You just said that Congress raised second-class 
rates, and then lowered it? 

Mr. Hecnrt. They raised them in 1932 and reduced them again in 
1934, and then they raised them again about 1951 or 1952, it was 
about 4 years ago that they raised them 10 percent a year for 3 years. 
So, second-class postage rates have taken a 30-percent increase al- 
ready, but first-class rates have not. 

The CHatrman. You say that you have increased the subscription 

rates for your magazines? 

Mr. Hecut. From 25 to 35 cents. 

The CHarrman. When was that done? 

Mr. Hecur. About 314 to 4 years ago. 

The Cuamman. All of your magazines now sell for 35 cents? 

Mr. Hecur. Yes. 

The CHamrman. What increase have you made in your advertising 
rates? 

Mr. Hecnur. They have gone up approximately 30 percent in the 
last 5 years. 

The CHarrman. How much has your subscription price gone up 
since 1932? 

Mr. Hecnr. It has gone up, when the magazine first started, most 
of our magazines were sold at $2 or $2.50 a year. 

The Cuarrman. Is that back in 1932? 

Mr. Hecnt. Yes. 

The CHamman. How much has your advertising increased since 
1932? 

Mr. Hecut. Well, our advertising rates had to go down per thou- 
sand circulation, but our total advertising rates have increased sev- 
eral hundred percent. 

Mr. Rees. Several hundred percent? 

Mr. Hecnr. Yes, because we are delivering so many copies, and 
our circulation has grown, and advertising rates are proportional to 
the size of circulation guaranty. 

The Cratrman. How much would you say the increase has been 
in the last 20 years in your advertising rates? 

Mr. Hecnr. Our advertising rate per thousand magazines deliv- 
ered has gone down because as you sell more magazines, the volume of 
circulation, you have to reduce the price. However, in gross dollars 
it has gone up because we are delivering more magazines. Actually, 
our company is making less money now for its circulation than it did 
when its circulation was much smaller. It is only because times are 
so good that we can survive now. 
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The Crarrman. You say that you approve of the increase on the 
first-class mail to 4 cents, and you are opposed to any increase in 
second- and third-class mail. Is that your position ? 

Mr. Hecur. I did not come down to testify on first-class rates. 

Mr. Rees. What is your story ¢ 

Mr. Hecur. I have no objection to first-class rate increases, and 1t 
is the only way that Congress can meet the Post Office deficit. If 
Congress decides that the post office is a business and should balance its 
budget, that is a pelicy decision that I think Congress should make 
first. After they have made that, if that is their “decision, the only 
way to raise the money is to increase first-class rates. They have not 
gone up im the last 5 or 10 years, and I think it is only fair that they 
take 30 percent increase that we have already taken. 

The Cuarrman. Are there any further questions? 

Mr. Moss. I have a number of questions. You say that if it is 
determined that the Post Office Department should be operated as a 
business, then the only possible way of raising the revenues to balance 
the postal budget would be through on increase in first-class rates ¢ 
Do you know of any other business that takes just one of its func- 
tions to finance a number of loss activities as a consistent policy ¢ 

Mr. Hecut. My answer previously to that question was not com- 
plete. The business that the post office does, and the volume of busi- 
ness that they do is largely in the first-class field. It overshadows all 
others. 

Mr. Moss. When you make that statement, let us get some defini- 
tions here so that we know what we are talking about, because my 
first reaction is one of complete disagreement. When you say 

“volume,” do you mean individual businesses of mail or are you tak- 
ing tonnage, or how do you determine that volume? I think it would 
be open to considerable challenge. 

Mr. Hecur. I think pieces of mail is the way the post office handles 
it, and I am sure it is also in dollars. . — not the statistics right 
in front of me, but as I was going to say, there are two ways of in- 
creasing or making a budget balance. ae way is to increase revenue 
and the other w ay is to decrease costs. 

Now, the Government runs many thousands of small post offices 
at a great loss. If this were a business, the post office could legiti- 
mately close up, and any Saaloaee would, branches that operated ‘ata 
loss. Magazines could ‘be distributed with one third the number of 
post offices in business. 

Mr. Moss. I think for the purposes of discussion we should have 
something defined. When you say we operate many post offices at a 
loss, how have you determined that they are operated at a loss? 

Mr. Hecur. ‘Well, I have read the report of the Postmaster General 
on the volume of business that some of these small post offices do, 
and it indicates that they are run at a very considerable loss. 

Mr. Moss. Are you talking of the volume of revenue originating in 
the Department or in the particular offices? Or are you giving any 
weight to those views? 

Mr. Hecur. Both delivery and originating. 

Mr. Moss. Suppose we cut off the fourth-class offices that lose money, 
and if we take just the measure of revenue originating in the office 
we might concede that they all lose money. Then, how long do you 
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feel that many of the presently profitable offices would continue to be 
profitable if it were impossible to distribute the mails on out into 
the more remote areas of the country? 

Can you have a distributive service which you sell without having 
the means of distribution ¢ 

Mr. Hecur. Many other distributive services operate efficiently, 
very efficiently in this country on a profit-making basis without having 
anywhere near the number of branches and distributive centers. 

Mr. Moss. Do they distribute to everyone as the post office does? 

Mr. Hecur. Yes. 

Mr. Moss. Could you cite me an instance / 

Mr. Hecur. Well, an express company will deliver anywhere in 
the United States. 

Mr. Moss. No, my friend; you are in serious error there. At my 
own home I cannot get delivery. I can get a card through the mails 
telling me that if 1 want to come down to the express office, I can get 
delivery, but I do not get delivery myself. My neighbors do not. So, 
we do not have the type of distribution System maintained by the post 
office. 

Mr. Hecur. Well, they do not all have rural free delivery, I know 
that. 

Mr. Moss. I am far more interested in this problem we have here 
on the committee and that is how do we go about equitable financing 
rates. Now, certainly, I cannot disagree with the statement that you 
made regarding the character of your magazines. It so happens that 
[ see three of them that are regularly received in my own home. They 
are excellent, and they are certainly superior to many of the horror 
comics that are also being distributed. 

Mr. Hecur. Thank you very much, siz 

Mr. Moss. However, you tell us that if we increase rates we are 
going to put you out of business / 

Mr. Hecur. You are going to put our children’s magazines in the 
red, even at a time of great prosperity. If business recedes, and this 
bill is passed, our childrens’ magazines will be published as a group in 
the red. No business company like ours can continue to afford to 
publish magazines which result in a loss. 

Mr. Moss. Then, you feel that this service, this pe stal service, is one 
which is essent - to vour business / 

Mr. Hrenr. I do. 

Mr. Moss. But one for which you cannot pay the full cost as deter- 
mined under cost ascertainment in the Department ? 

Mr. Hecur. ‘The magazine business in America has been built up 
on the assumption of postal rates that give preferential poundage 
rates to magazines. For generations that has occurred. It happens in 
every country in the world. In Mexico, for eXample, they have to pay 
a small amount of postage per pound the first year, and after the first 
year all magazines are distributed free because of the education. That 
is without D: ivment of any postage, because of the educational value of 
the m: uwazines. 

Mr. Moss. Let us accept that as a fact. Then, supposing that this 
loss has to continue if we are to encourage a publishing industry in the 
United States / 

Mr. Hecnr. Many other industries need Government encourage- 
ment, Coo. 
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Mr. Moss. That is quite right. I am rather pleased with the fact 
that these hearings demonstrate conclusively that agriculture is not 
the only recipient of subsidy from the Government. We do have 
others who receive substantial assistance, 

Mr. Hecur. The airlines are one. , 

Mr. Moss. Do we take this loss, then, and assess it against the other 
users of the mail, or, if it is essential in order to build and maintain 
a publishing industry for the dissemination of information, is it in 
fact at that point a public service which should be paid for on the 
broader revenue basis of the Government rather than that of only the 
postal service itself ¢ 

Mr. Hecur. | consider that the second-class mail distributed should 
not be charged against other mail costs, but should be supported by 
the Government itself just the way the Government itself absorbs the 
loss or expense of the Agriculture Department or the Interior 
Department. 

Mr. Moss. Would you suggest we adopt a publishers’ postal parity 
price? Could we then determine the percentage which will support it / 

Mr. Hecnr. I think the Government should first establish the pol 
icy. ‘There is the fundamental policy involved. 

Mr. Moss. That would be policy, if we were going to determine 
when we were going to subsidize to a given percentage of the cost of 
second-class mail, that would then become policy. 

Mr. Hxcur. I do not know what the policy should be, but I am 

saying that they first should adopt the policy and then fix the rates 
afterward. 

Mr. Moss. Would you not urge, perhaps, that if it is at all possible 
the two be approached concurrently, so that undue delay does not 
ensue ¢ 

Mr. Hecur. No; 1 think policy should be established first. In the 
Senate a study was made on that subject under Senator Carlson. A 
start has been made. A lot of study has been done on eh at subject. 
For some reason that I cannot understand the Congress has delayed 
in establishing a policy. ‘The magazines are not responsible for that 
delay. 

Mr. Moss. You would not advocate further delay ¢ 

Mr. Hecur. I think that should be the first thing that should be 
accomplished. 

Mr. Moss. And it should be gotten underway very quickly / 

Mr. Hecnr. Yes, sir. 

Mr. Moss. Until we finally clear up this whole question of policy ! 

Mr. Hecur. Yes. 

Mr. Moss. Thank you. 

Mr. Lrestnsk1. Mr. Hecht, do you believe the Post Office Depart- 
ment should be in the freight business, or the freight-hauling business ! 

Mr. Hecur. I do not understand the question. What do you mean 
by freight-hauling business? I understand that this bill has nothing 
to do with parcel post. 

Mr. Lesinskr. Your remarks indicate that because of the fact that 
you want the Post Office Department to haul your freight, which is 
the bulk of the magazines, to various destinations. Now, that is 
freight. 
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Mr. Hecnr. I do not recognize that as freight. We ship a few 
magazines by freight and we send some magazines by second-class 
mail. If the Post Office Department decides it is cheaper for them 
to use freight cars in shipping some of their bulk mail, that is their 
decision. I do not care how the post office distributes its mail, whether 
by truck or by freight. 

Mr. Lestnsk1. But you want that mail delivered there at a certain 
time, do you not ? 

Mr. Hecut. Well, most magazines are very timely, and they want 
it delivered on the dot. Our magazine, it does not make very much 
difference whether it comes out on the 25th, 26th, or the 27th. 

Mr. Lesrnsk1. Is it not true that you can have mail in package, as 
a bulk group, sent by freight a lot cheaper than by the Post Office 
Department, but that it gets there at the time that the freight company 
decides to get it there? The difference is that the Post Office Depart- 
ment gets it there at a specific time. 

Mr. Hecnrt. You cannot ship by freight to individual people. The 
Government has a monopoly on that. 

Mr. Lestnsxr. I am not stating that. The point is that in bulk to 
a city or destination, it can be done. 

Mr. Hecur. As I understand it, it goes as quick, if not quicker by 
freight than it does by post office. 

Mr. Lestysxt. What is the argument all about? 

Mr. Hecut. We cannot ship them to subscribers, it is against the 
law to ship them that way. 

Mr. Lestnsxt. Many magazines do, and they send them to large 
cities, and then the Post Office Department takes over from that point, 
is that not true? 

Mr. Hecur. Yes. However, the freight shipment is as speedy as the 
mail shipment. They often go on the same cars. 

Mr. Lesrysxt. If they do not raise the rates, it would not affect you 
at all? 

Mr. Hecnrt. We can’t ship any of those copies by freight, it is against 
the law. 

Mr. Lestnsxr. You can in bulk to a particular city, can you not, 
and have the post office take over from there? 

Mr. Hecur. Well, sometimes when you can make a full carload that 
is economically possible. It is not possible to any great extent. That 
is a very complicated business. Naturally any business like ours ships 
its magazines and its newsstand copies at the cheapest possible rate. 
When we can get a full carload pete, it is cheaper to ship by freight 
than it is by mail, and the freight company or the railroad companies 
make a profit on it besides. 

Mr. Lestnsxt. What was your profit in 1955? 

Mr. Hecur. I will be glad to answer that question, but that is com- 
petitive information, and I would like the chairman to clear the room 
of our competitors, and I will answer that question. 

Mr. Lestnsxt. I do not want to put you on the spot. You want your 
mail to be subsidized, and supposing we do this? 

MreHecnrt. I did not say I wanted the mail to be subsidized. 

Mr. Lestnsk1. That is what you are asking for. 

Mr. Hecur. I recognize that I want Government recognition that 
all newspapers and magazines have available to them a lower basic 
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Mr. Hecur. I have never seen that foure and nerhanc jt wac 
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postal rate than is charged first-class mail, because first of all, the 
service is not as speedy, and the educational value of its contents 
should be given due recognition. 

Mr. Lestnsx1. I wish your remark about that not being as speedy 
was true. If that is not the fact, the facts are that the post office, in 
order to be able to handle first-class mail, has to get your magazines 
out. ; ; 4 

Mr. Hecur. I am saying that first-class mail gets speedier delivery 
than second-class mail. i 

Mr. Lestnski. That is not so. According to the regulations it is 
true, but it is not handled that way. 

Mr. Hecut. I know it is so. No magazine of ours go out, they 
do not get what they call special handling in the post office. 

Mr. Lestnsx1. I happen to know that many of the publications 
sent to the Post Office Department are received there on a certain 
date and the postmaster has to handle those magazines first, be- 
cause of the commitments between the publisher and the Post Office 
Department. ; 

Mr. Hecut. Our company has no such commitments or arrange- 
ments with the Post Office Department. I can speak for no other 
company but my own. 

Mr. Lestnski. When you talk about subsidy, you want the first- 
class users to pay you, or to put it another way, you want the first- 
class users to pay what you should be paying, is that right? 

Mr. Hecurt. I do not understand your question. 

Mr. Lestnsx1. The fact is, you do not want second-class mail to 
be increased, and you are only paying about one-fourth of their 
cost in the post office, is that correct ? 

Mr. Hecut. You say one-fourth of our costs? That is on the ac- 
counting of the Post Office Department. 

Mr. Lestnsx1. That is correct. 

Mr. Hecut. I do not recognize that as correct accounting. 

Mr. Lestnsx1. Well, the other publishers, the ones that you men- 
tioned in there, have a competitor. According to Mr. Stans’ figures, 
they are only paying out $5 million a year. Now, the whole total 
loss of the second-class is over $225 million. 

Mr. Hecur. I do not know what publication you are talking about. 

Mr. Lesinsx1. You mentioned a publication in here of a competi- 
tor of yours? 

Mr. Hecut. The one that went out of business? 

Mr. Lestnsx1. No, sir; the National Parent-Teachers magazine, 
that they are getting a special rate. 

Mr. Hecut. They are published by a nonprofit agency. 

Mr. Lesinsxr. The total amount of that is $2 million, and the loss 
of all of the second-class is away over $200 million. 

Mr. Hecur. I am not acquainted with those figures, sir. I have 

never seen in the Post Office Department report—may I define that, 

sir—I have never seen in the Postmaster’s statements either, the vol- 

ume of magazines distributed by second-class mail for nonprofit or- 
ganizations. They may be there, but I have never seen it. 

Mr. Lestnsxr. It was brought out in the testimony here tt the 

total amount of second- and third-class mail for these publications 

is $12 million, and the additional cost is to the Post Office Department. 
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Mr. Hecnr. I have never seen that figure, and perhaps it was. 

Mr. Lesryskr. Second class mail is $3 million, and the third-class is 
$9 million. 

Mr. Hecwr. I am not familiar with those figures. 

Mr. Lestnskr. Well, now, the gentleman is aware then of the fact 
that the deficit in the second-class mail is over $225 million; is that 
right / 

Mr. Hecnr. I am not aware of that at all. That is based on an 
accounting of the Post Office Department that the publishing business 
and the certified public accountants who work for my company say is 
Incorrect ace ‘ounting. 

Mr. Lesinskr. Well, does the gentleman have any idea how to have 
correct accounting In the Post Office Department ¢ 

Mr. Heenr. Certainly. 

Mr. Lestnskt. Can you present it to us? 

Mr. Hecur. I am not an accountant, but I could give vou the basic 
principle: yes. 

Mr. Lestnskt. Well, may we have that basic principle, then ? 

Mr. Hecur. The Post Office Department was started for the pur- 
pose, or Was originally started for the purposes of distributing letter 
mail, 

Mr. Lesinskt. That is correct. 

Mr. Hecnr. And that is the basic function of the Post Office De- 
partment. 

Mr. Lestnsx1. All right. 

Mr. Hecur. All of these other services like second-class, and third- 
class, and fourth-class mail are auxiliary services. 

Mr. Lestnsx1. They were put in for the purpose of a fill-in, and not 
to be carried primarily as they are today. The present volume of 
second-class mail is approximately 50 percent of the Post Office De- 
partment volume. Previous to that, it was very small. 

Mr. Moss. I am very much interested in the statement that the Post 
Office Department was started primarily for the distribution of first- 
class mail. I have just completed a quick computation of poundage 
of mail by classes for 1955. It shows that in first-class mail the Depart- 
ment handled 889,193,702 pounds of first-class mail. 

It handled 2,582.349.222 pounds of second-class mail. Now, do 
vou—incidentally, the volume of third class was in excess of the weight 
of first class—feel it would be possible to absorb, within the facilities 
necded for first-class service only, all of that tremendous volume of 
additional poundage from second- and third- class mail? 

Mr. Hecur. First of all, I think those figures based on poundage are 
incorrect. You have to do that ona business basis. Most of the work 
of delivering mail is a sorting proposition, and the mail has to be 
sorted about a dozen times before it is delivered. You have to do that 
on a per business basis, and not on a per pound basis. 

Mr. Moss. If you are going to challenge the pound figures of the 
Department, vou should be prepared to give us some evidence that 
these pound figures are incorrect. I did not say—— 

Mr. Hecnr. T did not say they were incorrect, I said that for pur- 
poses of  t it is different. 

Mr. Moss. T am not talking about costs. However, I am saying that 
vou could not eaaaty absorb into a system pa for the handling 
of approximately 900 million pounds of mail a year an additional, 
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approximately, 3,400 million pounds, without somehow expanding 
those facilities just to accommodate the other classes of mail. 

It could not be solely a case of using the excess capacity of the first 
class system. 

Mr. Hecur. I recognize that the facilities had to be extended 
handle the second-, third-, and fourth-class mail. However, the costs 
of expansion are not as great as the original overhead and basic costs. 

In ratemaking for express, certain kinds of commodities have a 
higher rate than others. Also, when cattle is killed, the beefsteak sells 
at a much higher rate per pound than the hoof does, which is used 
for glue. You cannot figure everything on a poundage basis. Some 
part of the cattle is worth more than others. 

Mr. Moss. I do not think that that has any bearing on the postal 
rates. 

Mr. Hecnr. All other rate making is based on that. 

Mr. Moss. If I were to buy a steer for the purpose of butchering it, 
I would certainly have in mind at the time of my purchase the pre 

vailing overall average market price I could expect for the pounds 
of meat and other products I might get in the marketing of that steer. 
I would not try to use that as a basis for setting postal rates—I would 
not do that. I think that is a very far fetched comparison. 

Mr. Hecnr. Perhaps that was a poor example. However, express 
and freight rates deliver according to commodity. 

Mr. Moss. And the customs which have been built up over the 
years for purposes of competition / 

Mr. Hecur. And telephone rates differ. You can telegraph at 
night, and telephone at night at a much cheaper rate than you can 
in the daytime. That is in the nature of an auxiliary service using 
existing facilities. You can do that with relatively little extra cost. 
You have to have night operators, it is true, but that is why night tele- 
phones are cheaper than day telephones. 

Mr. Moss. I could accept your comparison there if we could estab- 
lish that all we are discussing here is the excess capacity of the service 
needed for the handling of first-class mail. However, I think that we 
have rather clearly demonstrated that there is muc h capacity built 
into the Post Office Department not necessary in the handling of first- 
class matl. 

Now, in the telephone company, they do have cheaper nighttime and 
weekend rates in order to continue to utilize the system they had to 
construct to handle the ordinary volume of business during a business 
day. There you are utilizing just an excess capacity, and making it 

produce revenue to help sustain the whole. The electric companies 
did frequently do that in rates which might apply to a water heater 

The thought is that it will take a greater load on at night. But 
there you are clearly using an excess capacity. We are talking here 
about addition as well as excess. I think the approach therefore must 
be a little different than it would be if we were only discussing an 
excess capacity. . 

Mr. Hecur. I seem to remember that Price, Waterhouse made a 
study, an independent study on the accounting methods at the post 
office. They came up with a recommendation that the post office 
accounting should be on quite a different basis of cost accounting than 
the system used by the Post Office Department. 
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Mr. Moss. Would you not agree with me on this: Undoubtedly in 
your firm you have a cost accounting system ? 

Mr. Hecur. Yes, sir. 

Mr. Moss. And as a matter of orderly procedure, any cost account- 
ant has, to a degree at least, to be somewhat arbitrary. You could 
hire another firm of auditors or accountants who could undoubtedly 
recommend to you changes in your own cost and accounting procedure, 
and probably make a pretty good case for the recommended change. 
Do you not think that that is a fact ? 

Mr. Hecnr. I think that the really topnotch firms agree pretty 
much on accounting procedure. I think the topnotch accounting 
firms in America and the best accounting practice would not approve 
of the cost accounting of the Post Office Department. 

Mr. Moss. Cost accounting is not an exact science. 

Mr. Hecur. It is a pretty exact science; I would disagree with that. 
I am not an expert, or certified public accountant, but I am debating 
a subject I did not come down prepared to debate. I am not an 
accountant. 

Mr. Moss. I think you would be on sounder grounds then had you 
not attacked it. 

Mr. Lestnski. There were a number of things said that strike me 

rather peculiarly. You mentioned the various rates for telegrams. 
When you put your magazines in the mail, you expect them to be 
handled, do you not? 

Mr. Hecut. I do not expect them to be handled anywhere near as 
quickly as I do a first-class letter. 

Mr. Lesinsxi. All right, then. Would you want to have your mag- 
azines set aside in the back room or out in the weather at a special 


rate, and to be handled when and if the Post Office Department can 
get to them ? 


Mr. Hecur. It frequently happens. 

Mr. Lestnsxt. It must be in an area that the postmaster is not very 
efficient. 

Mr. Hecur. It happens so frequently that you would be amazed. 
I do not say they are left out in the weather, but I do say that—— 

Mr. Lesrnskt. If you inform the postmaster as to how that is done, 
it will be taken care of. 

Mr. Hecirr. We have done that and lodged a lot of complaints 
with the post office about that. However, we do not expect the same 
speedy delivery as of first-class mail. 

Mr. Lestnskr. You mentioned the cost accounting system. Are 
you informed that the first-class mail bears a lot of the burden of 
second-class mail? Do you realize that? 

Mr. Hecur. According to the study made by Price, Waterhouse, 
as I remember it, the first-class mail according to the post office 
accounting system is not charged with their proper cost allocations. 

Mr. Lestnsxt. Now, the gentleman mentioned Price, Waterhouse. 
We have heard about the cost accounting system ever since I have 
been down here, and this is my sixth year. You have the Postmaster 
General here himself to state that he has gone over it and that he 
has come up with the best accounting system they could come up 
with in the Post Office Department. He has verified the fact that 
they had very good cost accounting systems. 
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Mr. Hecur. I understand Mr. Stans himself, the accounting expert 
of the Post Office Department, said that the cost accounting system 
of the Post Office Department should not be used as a basis for rate- 
making. I understand he testified to that effect. 

Mr. Lestnsxt. I do not recall that statement, but I 

Mr. Hecnurt. That is a very important statement and if you recall 
him to the stand, I am sure that he will repeat it for you. 

Mr. Lestnskt. It all depends on whose ox is gored as to who is 
howling. That is the whole setup. The second-class mail is not pay- 
ing its full share of its costs, and the chances are it never will. I will 
not go further into that. It is because of the fact that you have to 
pay more than you presently are paying. 

Mr. Hecur. I cannot agree with what you have said. 

Mr. Lesrnski. Are you willing, out of your net profits, to pay 
larger share of income tax than you are presently paying if we als 
the rates as they are now? 

Mr. Hecurt. I do not see why our company should pay, or any 
other magazine company should pay higher rates of taxes than any 
other company. 

Mr. Lestnski. Why should you be allowed a special rate in your 
second-class mail then ? 

Mr. Hecut. The airplane companies do not pay a higher rate of 
taxes than other companies, and yet they get Government subsidy. 

Mr. Lestniskr. As of October 1951, it has been practically discon- 
tinued, except in some instances. 

Mr. Hecur. Subsidies to airplane companies? 

Mr. Lesinsx1. That is right. 

Mr. Hecut. That is news to me. I understand that they get great 
subsidies as regards postal rates. They carry the mails, and it may 
not be charged to the post office, but it is charged to the United States 
Government. It is a part of the United States Government, and they 
do no pay a higher rate of taxes because they get Government sub- 
sidies. 

Mr. Lestnisx1. The most direct subsidy to the airlines was discon- 
tinued in October of 1951. 

Mr. Hecurt. As far as the Post Office Department is concerned ? 

Nr. Lesrnsxt. It was transferred over from the Post Office Depart- 
ment to CAB. However, it is not the direct subsidy to the airline like 
it used to be in the past. That has been positively stopped. So, the 
gentleman’s argument, in spite of the fact he has a point, is not entirely 
correct. 

Mr. Cuarrman. Let us not belabor the point any more. 

Mr. Ceperserc. You do not advocate any increase in second-class 
mail until a policy has been established ? 

Mr. Hecut. That is right. 

Mr. Creperverc. Do you intend to oppose the policy after the policy 
has been established ? 

Mr. Hecnr. Once the policy has been established, I think we will 
have to go along with it. 

Mr. Ceperserc. You will go along with the policy, whatever the 
policy is? 

Mr. Hecur. I reserve the right to appear before a committee to ex- 
press my views at the time. 
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Mr. Cepersere. Obviously, the policy is going to increase second- 
class mail, 

Mr. Hecnr. Not obviously at all, and I do not know what the policy 
Is going to be. 

Mr. Crperserc. It is obvious to me, because [ think I know what 
the sentiment of this committee is. I have talked to a great many 
Members of Congress on this matter of second-class mail, and I have 
not run across anyone vet who is opposed to increasing it to some 
degree. The only question here is a question of degree. 

Mr. Hecur. You are talking about rates. Iam t: alking about policy. 
First of all, the policy should be established where the Post Office 
Department isa business and should be run like a business and made to 
pay its way. Or where it is a public service department like the De- 
partment of Agriculture, and the Department of the Interior. 

Mr. Cepernerc. Let us assume that. 

Mr. Hecur. Assume which one? 

Mr. Cepernerc. After the policy has been established. 

Mr. Heentr. Which way ¢ 

Mr. Creperserc. Either way. It will never be completely a public 
service. In other words, if we went all of the way you would not 
charge anything for second-class rates / 

Mr. Hecur. I am not proposing that. 

Mr. Ceperrerc. It is just the degree then as to how much is public 
service and how much should be charged legitimately against the 
service. 

Mr. Hecnur. What weight should be attributed to the speed of 
delivery, like first-class mail, which has the first preference. All of 
those things should be taken up in the policy stage. 

Mr. Ceperrerc. We can assume that after the policy has been estab- 
lished, regardless of what it is. von are not coming in here to oppose 
that ? 

Mr. Hecur. When the policy is established, I reserve my rights to 
express my opinion at that time. 

Mr. Crprernerc. So this is just a delaying tactic, then, and you do 
not want to do anything until we get the policy, and actu: ally, there 
is a policy. 

Mr. Hecur. We urged the adoption of a poli \ for the last 5 vears. 

Mr. Cepernerc. Well, there is a certain degree of policy. 

Mr. Hecut. Not that I know of. T have never seen a policy state- 
ment about the Post Office Department. 

Mr. Cepernerc. Well, the policy in etfect is that second class does not 
necessarily have to pay 100 percent of its way. because there are certain 
values to the dissemination of information. 

Mr. Hecnr. Is that the policy’ I would like to know about it. I 
have never heard a statement lke that coming from the Post Office 
Department. Is that the policy of the Post Office Department? If it 
is, | would like to know it. 

The Cnarrman. You have been receiving the benefit of it for many 
years. You ought to know that. 

Mr. Crpernerc. It appears to be the policy, because that has been 
ee . actice over the years. 

. Lestnsxr. May I, at the point of my asking the question of sub- 
sidy . correct the record as to the exact subsidy and as to when and how 


that was done / 
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The CuarrmMan. You may correct the record to that effect. 

(The information is as follows:) 

In 1951 the total subsidy for domestic trunk airlines was $18,881,000. The 
bulk of all subsidies directly to all of these airlines has been discontinued with 
the largest amount terminating in 1951. The present amount, paid to only 2 
airlines, is a fraction over $2 million annually. 

The above figures do not cover all airline subsidies. There are many 
tions that still receive subsidies such as helicopter operations and 
flights. 


The Post Office Department pays the airlines directly for handling of mail. 
Any differential between cost of handling both passengers and mail is paid 
by the Civil Aeronautics Board. The Civil Aeronautics Board allows a break- 
even plus 8 percent profit on operations. These operations include airmail. 

The Cuarrman. What is the rural circulation of your five maga- 
zines? In other words, how many magazines are delivered through 
third- and fourth-class post offices ¢ 

Mr. ITecirr. I have not that information available. 1 could tell you 
that——— 

The Cuatrman. Do you have any idea? 

Mr. Hecur. It isa very large percentage. I would say a very large 
percentage is in towns of less than 10,000 population. Now, of course, 
a town of less than 10,000 population might be Scarsdale, N. Y., which 
is a suburb of New York City. 

The Cuairman. What about your circulation on rural routes ¢ 

Mr. Hecur. Ours is not a farm circulation magazine. We have very 
few RFD subscriptions. There are a lot of magazines, agricultur: al 
magazines that specialize in the RFD and strictly rural delivery. Ours 
is not a magazine of that type. Ours is a magazine in the big cities 
and suburban towns and small towns, but not “rural, It is not RFD 
delivery. 

The Cuarrman, All right, thank you very much, Mr. Hecht. 

Mr. Hecur. Thank you, gentlemen. 

The Cuarmman. The next witness is Mr. Haire, president of the 
Haire Publishing Co., and representing the Associated Business 
Publications. 


opera- 
overseas 


STATEMENT OF THOMAS B. HAIRE, PRESIDENT OF THE HAIRE 
PUBLISHING CO., REPRESENTING THE ASSOCIATED BUSINESS 
PUBLICATIONS 


Mr. Hare. Mr. Chairman, I have made a few departures in this 
statement which I shall read, from the statement which has been 
submitted, but it is essentially the same. The changes are in the 
process of being rewritten and will be distributed to the committee. 

The CuarrMan. Very well, you may proceed. 

Mr. Haire. I am Thomas B. Haire, president of the Haire Pub- 
lishing Co., Inc., publisher of 12 highly specialized business publi- 
cations. These publications are members of Associated Business Pub- 
lications, Inc., in behalf of whose 160 members I appear in respect to 
H. R. 9228. 

This is a bill to increase postal rates and create a commission. We 
are not here to oppose this increase as such, but there are aspects of 
the bill which do worry us. 











272 POSTAL RATE REVISION 


In the matter of creating a commission, we feel as a matter of 
principle, that Congress should retain control over such important 
matters as postal policy and postal ratemaking. 

Basically, we are here to express our feeling that a congressional 
redefinition of postal policy is badly needed. Such a redefinition 
will help make postal ratemaking now, and in the future, a lot simpler 
than it now is, by simply eliminating the confusion that exists due 
to literally dozens of different views on what postal policy is. We 

feel that there is a great deal of misunderstanding of the mission of 
the post office and as long as this exists it will be aw vfully hard to come 
up with a sensible postal bill. 

Whether the post office is, or whether it should be a business or 
public utility, or whether it should be a public service is the question 
that needs a congressional answering. If the congressional definition 
did nothing more than enable all of us to think and talk in the same 
terms of reference, a historical contribution will have been made. 

The Post Office Department has declared in its testimony that the 
post office is a “business-type organization serving a dynamic Amer- 
ican economy.” If by this is meant that our great postal network 
is a tremendous national asset, the main artery which carries the 
lifeblood of our democracy and which is the strong right arm of a 
free and dynamic economy, we agree 100 percent. It must be remem- 
bered though that it is the information that is distributed by the 
postal service, not just the existence of a fine service, that creates 
and maintains our “dynamic American economy.” While we business 
publications, for instance, could not exist without the postal service, 
the economy of America would be far less dynamic without our publi- 
cations. 

This United States post: al network of ours is probably more respon- 
sible than any other Government agency for the great growth of our 
country. It has provided the means of communication which has 
enabled democracy to work, commerce to grow, agriculture to develop. 
It would have done little good to have ‘had a few great leaders of 
thought, if their ideas could not have been disseminated. The Post 
Office De »partment has provided the mechanics, the network of com- 
munications, that has delivered to the people, in the form of the 
printed word, the thinking of great leaders of government and busi- 
ness of every generation. Because of this great national asset the 
American people are the best informed people of the world. They 
have had to be to make our democracy work. 

Our business publications have been able to develop and grow because 
of the existence of this fine postal service. We make no bones about 
it. American business has grown, at least partly, because business 
publications have multiplied business-building ideas by the extent of 
their subscribing readership. The people of our country have bene- 
fited through greater employment, increasingly greater incomes. Our 
whole economy has grown, not just because of the existence of business 
publications, but certainly because of the existence of our postal net- 
work of communications and the fact that enlightened public postal 
policy helped a business press to develop. 

Although in our industry we have a few large publishing houses, 
for the most part business publications are essentially small businesses 
serving small business. The businesses served by our type of publica- 
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tions are essentially small simply because there are relatively few 
large businesses in America. In addition, the small business needs our 
type of publications more because of the ver y fact that they are small. 

Let’s take a look at what a business publication does. It entertains 
not atall. It is subscribed to and read not because businessmen enjoy 
reading them, but because they really have to if they are to keep 
abreast of what’s going on in their industries. The businessman who 
doesn’t know what is happening in his own business is not apt to stay 
in business long. 

The testimony of the Post Office Department is built around the 
post office as a business operation serving a dynamic economy. If it is 
a business, or if it should be, the Post Office Department has made a 
case. If it is not a business, and we don’t think it is, or should be, o 
could be, then the Post Office Department’s case has been built up on 
an unrealistic premise. 

This is why it seems so important to us that Congress redefine the 
mission and policies of the post office establishment remembering that 
the dynamic economy referred to in the Department’s testimony is 
sparked not just by the existence of a postal service but by the dynamic 
ideas that fill publications like our business publications which are dis- 
tributed through the Nation’s postal network to people who have 
grown to expect to get this kind of information this w ay. 

I’ve dwelt on policy. The founders of our country had pretty 
good vision, pretty good foresight when they originally set public 
postal policy. They certainly could not have envisioned a popula- 
tion of 160 million and a $400 billion economy back in the late 1700’s 
or the middle 1800’s. It would have taken a man of pretty great 
vision to realize that one day there would be 40,000 post offices and 
25,000 periodicals carried through the mails. 

Great as these visonaries were, they’d probably have been proud 
if today we had only a couple of thousand post offices and a couple of 
hundred periodicals. In any case, who is there that will say they were 
wrong? If their policy worked out much better than even they 
figured, why should their policy be now suddenly abandoned ? 

“The postal policy which created second class mail was very de- 
liberately and very clearly enunciated. I think we should ask our- 
selves: Is there a reason for changing that policy now? Are our peo- 
ple well enough informed that suc ha policy is no longer necessary ? 
Are our people so well united that the different sec tions of our coun- 
try no longer need to be tied together by a postal service? Is our 
Government so much easier to understand or our economy so much 
simpler that the transmission of ideas is no longer as important 
as it used to be? Maybe Congress should simply reaffirm that policy, 
on the basis that up to now it has worked pretty well, simply bring- 
ing certain specifics up to date. 

‘On the bill as it affects business publications, two things stand 
in the way of our giving it our support. The bill should be preceded 
by a congressional. declaration of postal policy—maybe it could be a 
sei of the bill, the preamble to the bill. The other is the creation 
of a commission to set rates. We would rather have our fate in 
the hands of a less arbitrary Congress, which does a pretty good job 
of looking after the public’s interests. 

We do. not represent that an increase in postal rates would put 
us out of business. We would be in a very precarious business if 
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that were so. We do feel that for this vexing and highly complicated 
problem to be coming up year after year represents a great waste of 
time and talent of folks in the post office, folks in Congress and folks 
in our publishing business. Our great hope is that Congress will de- 
termine and define a policy that will guide future post office manage- 
ments, guide future Congresses and guide the users of the mails in 
their future planning. 

In summing up, we, as businessmen, and as publishers of publica- 
tions for businessmen, are sympathetic with the efforts of the Con- 
gress to resolve this trying problem about what to do with postal 
rates. We respectfully urge that in coming to grips with the prob- 
lem Congress take these steps: 

1. Establish once and for all that the Post Office Department is 
fundamentally a public service to the people of the United States. 

2. Reaflirm that postal ratemaking is the exclusive function of 
Congress. 

3. Consider the establishment of a Joint Congressional Committee 
on Postal Rates to redefine to what extent the post office, as a national 
asset, is to be financed in the same manner as other departments of 
the Government. 

t, Consider seriously our contention that it is in the public interest 
to maintain second-class rates which will contribute to the free and 
unrestricted flow of information and education of the American people 
and apply any raises that are necessary in the realistic manner so that 
our publishing businesses can adjust to them. 

Lam ready and willing to answer any questions. 

Mr. Rees. I am intr igued by your statement of approaching this in 
a realistic manner. Do you think that if the second-class mail is only 
paving about 20 percent or a little more of what it costs to carry or 
deliver the mail, that that is proper, and charge the rest of it to the 
Federal Government ? 

Mr. Hatre. No, not necessarily so, sir. 

Mr. Rees. Would you go along with this: You are a representative 
of a number of business concerns, and without setting the facts out in 
detail all other expenditures have increased since 1932, is that not true? 

Mr. Harre. Yes, sir. 

Mr. Rees. Some of them have multiphed, not only 50 percent, but 
100 percent, and more than that, is that not true / 

Mr. Hatre. Well, I guess so, yes, sir. Some of them have increased 
more than others. 

Mr. Rees. And yet you are not willing to go along on just a slight 
increase for second-class mail? 

Mr. Hater. Well, it is not quite that. I tried to say right at the 
beginning 

Mr. Rers. You talk about policies and you talk about being realistic, 
and all of that, but the fact remains, does it not, that the taxpayers of 
the country are subsidizing the particular mail you are talking about 
by a considerable amount of money? That is correct, is it not? You 
agree to that, do you not? 

Mr. Haire. I agree. Well, I do not feel—I do not agree that it is 
a direct subsidy to publishers. I think that it is something that was 
done by the leaders of our country back long before they could en- 
vision an economy like this. 
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Mr. Rees. But with all of these increased costs that we have had 
in the Post. Office Department—— 

Mr. Haire. I believe we should pay more. 

Mr. Rees. That is right. That is what I thought you would agree 
to. 

Mr. Haire. Yes, sir. But I—— 

Mr. Rees. That is what I wanted to find out. You feel that you 
ought to pay more for handling second-class mail than you are paying. 
You believe that, do you not ? 

Mr. Haire. I believe it. 

Mr. Ress. I thought that you would. 

Mr. Haire. I believe it on this basis, though, that I am highly con 
fused and I am sure that many others are, too, and in fact, I have 
never met anybody who is not slightly confused on this question. 

Mr. Rees. I think that we are all confused, that is true. 

Mr. Harre. I simply feel if, for instance, we are getting away with 
murder, which we do not think we are— 

Mr. Rees. Nobody thinks that. 

Mr. Hatre. I think that it would be some help if Congress would 
come up with a policy as they did back in 1879, when they roughly 
spelled out the policy that we are now operating under. 

Mr. Rees. Who ever thought in 1879 that we would ever have the 
picture that we have before us today / 

Mr. Hatre. That is right. Now, I think that we have to go back 
and kind of figure whether that policy or some modification of that 
policy in the light of present-day circumstances should not be passed 
so that it is clear. Maybe it will take another 50 years to get mud 
dled up again. 

Mr. Rees. Let us look at it now, in 1956, without waiting 50 years. 
I just wanted to see if I could find somebody in your group that 
would go along with us on the idea that in view of the fact that all 
costs have increased so much in other areas, in your business and 
in the business of the Government, that you would be willing to 
share just a part of the increased cost of carrying second-class mail. 

Mr. Hamme. Basically, we are not big users, by comparison, with 
big magazines. My magazines are tiny. I have 12 magazines and 
the bigest circulation is 20,000, All of them together are less than 
110,000. So that the postal problem to business publications is im- 
portant but it is not nearly the big amount of money that is in- 
volved with bigger publications. 

My own particular magazines are strictly magazines for small 
business. 

Mr. Rees. They are business magazines, are they not ? 

Mr. Haire. Yes, sir. 

Mr. Rees. And businessmen want to pay their own way, do they 
not 4 

Mr. Haire. Yes, sir. 

Mr. Rees. And you want to help pay your way in respect to postage 
rates? 

Mr. Haire. I do, sir, but the thing that bothers me is this: There 
is a haziness of how much should we pay. 

Mr. Rers. But it ought to be more ¢ 
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Mr. Harre. I guess that is possible, and I would feel that if we 
could get—and Tam not prepared to go along this way—I would say 
that if we could get a clear-cut definition of postal policy that prom- 
ised that for a certain few years anyway we would have a postal 
policy that would guide the public’s thinking about where magazines 
st ind and get this business of the public’ s feeling that this is a sub- 
sidy to m: wazines—I do not think that was in the minds of anybody 
when postal policy was formed. 

Mr. Rees. You do not think it was intended in those earlier days 
you talk about that the Government would be subsidizing business 
magazines by the millions. Is that what you mean ? 

Mr. Hamer. Well, to put it the other way, back in the early days 
they were trying to tie the country together with a postal system. 
They were trying to educate people in all parts of the country. 

Mr. Rees. That is right. 

Mr. Harre. Now the same thing still exists, it seems to me. 

Mr. Moss. Mr. Haire, perhaps your position is that you would like 
to know what part of the cake you are supposed to buy and pay for. 

Mr. Hamre. That is it. 

Mr. Moss. And you would like to be relieved of the feeling that 
perhaps, after the action by Congress this year, which imposed the 
increase suggested here, you will be faced again next year or the year 
after with another request for additional rates. If we could tell you 
what part of the cost allocated to second-class mail your rate is sup- 
posed to underwrite, then as costs increase you would expect within 
that limitation to have your rate increased. 

Mr. Hare. Yes; on the basis of the cost. 

Mr. Moss. You want to know what you can plan for. 

Mr. Hare. That is right. 

Mr. Moss. Because you know your business in the selling of sub- 
scriptions and setting advertising rates is such that sometimes you are 
faced with difficulties in increasing costs and still operating profitably. 

Mr. Harre. That is right; yes, sir. 

Mr. Moss. I think you | have indicated that in the case of your maga- 
zine, perhaps, you enjoy an advantage that other types of publica- 
tions might not. You say that the businessman reads your publication 
not for enjoyment, but because he must. 

Mr. Hamre. That is right. 

Mr. Moss. He has to keep informed on new products and new sell- 
ing techniques, and things which are advantageous to him in his busi- 
ness. 

Mr. Harre. That is right. 

Mr. Moss. And you might be able to adjust more quickly the price 
of your magazine than perhaps some other publisher would. 

Mr. Hame. Well, that is a possibility. 

Mr. Moss. But you still want to know how much you are expected 
to pay, and it would be far better to have us spell out the policy for 
you. 

Mr. Hatre. We would feel so much more comfortable about this 
whole thing if when the word “subsidy” was used, for instance, it 
would not be regarded as a direct subsidy to publishers. 

Mr. Moss. You would prefer to think of it as a subsidy to the 
subscriber ? 
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Mr. Haire. Well, I think that was the way it originated, and I think 
all of the history that I have read on the making of postal policy, 
going right back to President Washington, was that the newspapers— 
or the people in the corners of the country needed to be informed so 
that they could be held together in a democracy. 

Now our economy and our democracy has become very much more 
complicated and we are very much more close. 

Mr. Moss. Once you have made that determination, as to how much 
of it the publisher himself is supposed to pay, and once we finally 
define the amount of subsidy which may then exist for the subscriber, 
who do you think should pay for it at that point? Should it be the 
other users of the postal ee 

Mr. Harre. No, basically, I think that if the public policy that is 
established is a fair policy, and I am fairly sure that it would be, I 
have the feeling that it would not be impossible for us to pay a very 
fair share, and maybe all of the cost of handling our stuff. 

Mr. Moss. You are not urging that as a matter of delay, but as a 
problem which needs decision ? 

Mr. Harre, I would like to see it solved in this Congress. 

Mr. Moss. I think those are all of the questions I have. 

Mr. ALExANDER. Mr. Haire, the proposed increase in second class 
is about 15 percent in each of 2 years. If that were enacted for this 
year, that would be a policy as far as the Congress could set it out, 
would it not? 

Mr. Harre. No; I do not think simply the enactment of this bill 
would constitute a statement of policy. No; I really think that Con- 
gress ought to stop and figure just what is the mission of the Post 
Office Department. Then, having decided that, you can look at all of 
the different kinds of mail that are carried and determine to what 
degree each kind of mail is doing something for this dynamic economy, 
and for holding our democracy together and keeping our people 
informed. 

Now, there are a number of things that go through the mails that 
are supposedly nonprofit organization things. Some of them even 
carry a substantial amount of advertising. and it is still a nonprofit 
thing. I think everything that goes through the mail, or the different 
classes, perhaps, ought to be reevaluated. Congress could say, “Yes, 
we think that this ought to be carried as it has been in the past,” or 
“No, we think it should not.” But when it is spelled out, then to me 
the confusion is removed. When we come down here we will at least 
be talking the same language. 

Mr. ALExANDER. Would you ever have anything definite, though, 
as long as the Congress has the authority to change it? Even if you 
set the policy today, the policy could be changed. 

Mr. Harre. That is true, but if it is a good policy I do not think 
Congress would want to change it. 

Mr. ALExANpDER. If we passed a bill, would that not be Congress 
determining the policy and considering all classes of mail, and deter- 
mining that yours is to raise 30 percent and third-class a certain per- 
centage? 

Mr. Harre. I would not consider that as a statement of congressional 
policy on a public postal policy question. I would consider that a 
straight temporary or emergency rate increase. 
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Mr. ALExANDER. Irrespective of what is done, whether it is 15 per- 
cent or whatever percentage of second class or any of the rates were 
raised, that would be passed on to your clients or your people that you 
mail your publications to. 

Mr. Haire. Well, it would have to be, if we were going to stay in 
business. I would like to show you what a small magazine looks bie 
I think that when you think of magazines you think of a half-dozen 

real giants. 

Now, this is a small magazine. The total volume of this magazine, 
total gross volume, all of the income from all sources, is roughly 
$200,000. It carries the advertising of about 250 small business peo- 
ple. I do not think 10 percent of them do a gross business of over 
$200,000. That is small business. The readers of this are the gift 
shops of America, and I would say that the average gift shop of 
America that receives this, it is a big deal if he does $50,000 worth of 
business. Maybe some of them get to $100,000. You could count 
on one hand, maybe, those that are really sizable in the gift business. 

Now, the point I want to make is that it is getting awfully hard for 
a small-business man to get into business today and I think that is 
a bad trend. It is getting hard for a man who is in business to stay 
in business. I think that is a bad trend. 

I think that you have a bouncing, healthy economy, but I do not 
think it is as healthy throughout the economy as it appears on the sur- 
face or in the Government statistics. I think that our big steel com- 
panies and the big industrial expansion and the things like that have 
sort of hazed over the fact that the little guy is working hard as heck 
to stay in business. 

Most of these people cannot afford to advertise anywhere else. 
Every time we raise rates, and we have to do it periodically not be- 
cause of postal increases, but other increases, we lose some customers. 
We may be able to keep our volume, but we will be getting it from 
fewer people. That is a trend we do not like. 

To me, you have the very serious problem of considering that the 
real unsung hero of the small-business man is the Post Office Depart- 
ment. As far as the businessmen of America are concerned, I think 
if you asked them what Department we could least get along without, 
they would say the Post Office Dep: urtinent. 

Mr. Atexanper. If we were to determine a policy, say, that second- 
class mail should pay 60 percent of the cost as determined by the cost 
ascertainment system of the Post Office Department, you personally 
feel that that would be unreasonable ? 

Mr. Hare. I am a pretty lousy figure man, I am a publisher and 
editor by training. I do not quite understand it. Yours is a very 
professionally phrased question and I am not sure that 1 understand it. 

Mr. Arexanper. I only mean, do you feel that your publications 
should be willing to pay 60 percent of the actual cost of the trans- 
portation and dissemination of your material 

Mr. Haier. I think that if after the declaration, or after the clari- 
fication of what the mission of the Post Office is, and after determining 
what we cost the Post Office Department—after you have come up with 
that, I think we ought to go along as far as we can with the cost of 
handling our stuff. That is as long as it is not loaded with public 
service costs. 
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Mr. ALexanper. That is all I care to ask. 

‘Phe Cuairman. Are you familiar with these business publications 

that have controlled circulations 

Mr. Harre. Yes, sir; but we do not have any. 

The Cuatrman. But they are similar types of magazines to yours, 
except they are much larger. 

Mr. Harre. I do not know that they are even larger. 

The Cuamman. They have the same purpose, do they not 4 

Mr. Haire. The big difference between them is this: We send our 
magazines to those w ho subscribe forthem. We feel a responsibility to 
the reader because if he stops subscribing we go out of business. In 
the other publications, the publisher of the controlled circulation maga- 
zine has no responsibility to a reader. Fle is sending it to him free, 
and he owes him nothing. The man has paid nothing for it. 

The CuamrMan. Both publications have the same purpose, do they 
not, to stimulate business ¢ 

Mr. Hare. Yes, sir. 

The CuarrmMan. Do you not know that these controlled circulations 
pay a much higher rate of postage than your publications do? 

Mr. Haire. Yes, sir, I know that. 

The Cuarrman. Would you not be willing to pay the same postage 
on your magazines, your business publications, as these publications 
which have controlled circulation ? 

Mr. Haire. No, sir, and I will tell you why. I think that is a very 
important question. When you are publishing a magazine that is 
valuable enough, the services of it are valuable enough that the people 
out there want to subscribe to it—— 

The Cuarrman. You are not talking about the general reader, you 
are talking about business firms that subscribe for it, are you not? 

Mr. Haire. I do not know anything about general readers, but they 
are people—— 

The CHarrMaNn. You just send yours out to various types of business 
concerns; do you not ¢ 

Mr. Haire. We send them to people in business concerns. 

The Cuarreman. That is right, and is that not what these controlled 
circulation publications do / 

Mr. Haire. Yes, sir, but what will happen is, they can start over- 
night with a circulation of 30,000 or 50,000. We do not send our 
publications to people that we are not sure want them, at least to the 
degree that they will subscribe to them. There are many pe ople who 
are receiving controlled circulation publications who do not want to 
receive them, but they have no choice in the matter. It is the pub- 
lisher’s. choice, and he gets a list, and he puts them « on, and whether 
they want them or not, they go through the mails to that person. I 
think that there is a big difference, sir. 

The Cuarrman. There is a big difference in the rate of postage that 

s being paid by the controlled circulation publications. That is 
canapaal with yours. 

Mr. Haire. Basically, our own company was started 45 years ago 
and I think most pub lications which operate on the paid circulation 
basis have done so in the spirit and with the cooperation of what I like 
to say is an enlightened public policy established back in 1879, that 
enabled the business press to grow. Actually, it enabled us to grow. 
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The Cyaan. Are there any other questions? 

Mr. Ceperserc. Do you know what the postage is on that magazine 
that you showed us ¢ 

Mr. Haire. Yes, sir, it is just under $6,000. 

Mr. Ceperserc. How many are you sending per unit? 

Mr. Haire. That comes out to about 3 cents apiece. 

Mr. Ceperssrc. When is the last time that you increased your 
advertising rates ¢ 

Mr. Haire. On this publication, I would guess about a year ago. 

Mr. Ceperserc. Now, is it true that of the amount of increase in 
your advertising rates, the agency that handled that advertising au- 
tomatically got 15 percent, right off the bat, of the increases that 
you charged ? 

Mr. Hamre. Yes. 

Mr. Creperserc. And the post office did not get anything. 

Mr. Hare. That is right. 

Mr. Ceperserc. If you increased it $50 a page, the advertising 
agency got $7.50 from your increase right off the bat. 

Mr. Haree. I understand that the post office gets a little bit more 
for the advertising pages, but, essentially, I think what you are saying 
is correct. 

Mr. Crprrserc. Well, essentially, the post office got very little. 

Mr. Hatre. That is right. 

Mr. Creperserc. And a 15-percent increase, on the 3 cents of your 
magazine, would be a minor item, probably, let us say, a half a cent, 
and it would not even amount to that. If you can afford to give the 
advertising agency, say, $7.50 on an increase of $50 that you might 
raise your costs of advertising, you can certainly afford to give the 
Post. Office Department, say a half a cent. 

Mr. Haire. I have never said anywhere in here, I hope, or conveyed 
the impression, that we were not willing to pay an increase. But the 
problem is this: I had a statement here that was made before a pred- 
ecessor congressional committee by the executive head of our associa- 
tion back in 1925. It says essentially the same thing: “Can we not 
have a postal policy?” In here, he says what is probably not true to- 
day, that business publications were paying their way. Well, now, 
actually so many people have worked on the figures of the Post Office 
Department that I am confused. I look at a set of figures and then 
somebody shows me a set of figures that are a little later, and I get 
confused. I do not know where we stand. I do not want to pay any 
more. I am hired by my company to not pay any more for anything 
than I have to. 

Mr. CeperserG. Obviously, you would not come down here to appear 
in favor of increases in costs of your operation, because that is not 
normal. Normally, you want to keep your costs as low as you can. 

Mr. Hatre. That is right. 

Mr. Crprrserc. Just as a matter of an assumption, Mr. Alexander 
brought up the question of whether or not the policy should be 60 
percent. Let us assume that the policy is decided at 60 percent. 
Would you then favor that additional cost to be applied to your pub- 
lication all at one time? 

Mr. Haire. Oh, no, God no. 
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Mr. Ceprernerc. Is that not one of the reasons why the Post Office 
Department is taking the 15 percent this year, and 15 percent next 
year ¢ 

Mr. Hare. I think that is a very realistic approach. Basically, 
this bill preceded by a very good statement of a joint committee of 
Congress on just what the postal mission is, and what this is all about, 
clarifying the air so we are talking the same language, would be a 
good thing. I do not know about the other classes of mail, but speak- 
ing for my own company and my own self, and I believe on behalf of 
business publications, we have always tried to be constructive. We 
have always been confused. 

Mr. Ceperserc. I think our committee appreciates your problem. 
You have subscriptions going over a period of time, and, in other 
words, you do not want the air cleared all at once. 

Mr. Hatrr. I would just as soon have it cleared all at once, and in 
this Congress, and maybe as a preamble to this bill. 

Mr. Ceperserc. But you do not want the rate increased all at once. 
If the policy is established that you ought to pay 60 percent, you do 
not want your rate increased all in one crack so that you do pay 60 
percent. 

Mr. Harre. I do not think that we can do that. I do not think that 
we would be able to. I do not know; I really do not know. 

Mr. Cepersere. Is that not in effect what the Post Office Department 
has proposed, that we do it 15 percent now, and 15 percent next year, 
and probably the policy would require 15 more the following year? 
Would you be willing to go along with that ? 

Mr. Hamre. You see, we have ‘been doing this so long. This is my 
first appearance in Washington, and I have been tremendously inter- 
ested, not only by what I saw here yesterday, but when you adjourned 
I went over and I was able to watch the House in operation. I was 
tremendously interested, and everybody has been nice as can be to me. 
But as long as I can remember I have been in the publishing business, 
now 22 years, and as long as I can remember this problem in some 
aspect or other has been coming up. To me, that does not make sense. 
It does not make sense from our point of view. 

I think that you people, in order to act, ought to know, yourselves, 
what you think the Post Office Department ought to be and what 
you think of the values of second-class periodicals that are using it. 

Mr. Crnerserc. Does it make sense to have a $500 million deficit 
year after year ? 

Mr. Haire. I do not know. I have heard so many different ver- 
sions, too, of how many years over the history of the post office there 
has been a deficit. I have never had the same answer twice. 

Mr. Cepersere. I realize that you can do an awful lot with figures. 

Mr. Haire. That is right. Now, if I am confused, and if I ask 10 
people in the room for an answer to that question, I will get 10 differ- 
ent answers. I do not see how the congressional committee and the 
Congress itself has much of a chance of coming up with what might 
be historically the base upon which all future rate increases, shifts 
in policy, and so on, are to come. You are doing that every ‘day of 
the week over there on the floor. We have to have somewhere to start. 
I think all we have got is a great haze. 

Mr. Crepereerc. You are not confused as to the thought that there 
ought to be some increase in second-class rates 
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Mr. Haire. I am presuming that there will be some increase in 
second-class rates. It seems, on the basis of all 1 hear, that that is 
so. Plus the fact that half a billion dollars deficit ain't ‘hay. 

Mr. Ceperserc. If I were sitting in your position, I would be a 
little leary about going too far on this policy matter, because I think 
that the temperament of the Congress is that they realize that there 
is a public service involved in these various classes of mail. But 
they also generally agree, from the Members that I talk to, that the 
revenue percentage ought to be a little bit more or consider ably more 
than it is at the present time. When they set the policy at 75 percent, 
you come here and testify that we ought to have a policy, and “we 
will go along with the policy.” That is what you say. 

Mr. Hare. W ell, I presume that you would not formulate a policy 
in defiance of the historical record of the policy that already existed, 
and the one it has created for us. It is a pretty dynamic economy 
that has been formed. To abandon that completely would be like 
a business doing business one way and then all of a sudden getting tired 
of it and going about and doing business in another way. It would be 
just for the hell of it. That does not make sense either. 

Now, I am presuming that you will look—or Congress would look 
at the record and look at what we have got today, and try and deter- 
mine how much the users of the mails contributed to that. You can 
try to determine how much of the postal mission is public service. 
If all of us went out of business tomorrow, you would still need a 
post office in this country. You would need one more than ever. 

Mr. Creprerserc. No one wants to put anybody out of business. 

Mr. Hater. I am not inferring that, but even if we found a dif- 
ferent way of distributing, which I do not believe we can, you have 
got to have a post office. Now, i in order to have a post office, roughly, 
what is it going to cost you? Then along comes deferred users of 
the postal service. To what degree are “they contributing to the 
economy? ‘To what degree should they pay the bills? I do not think 
that we as publishers, ‘if we are satisfied that this is a pretty good 
policy—and usually policies that are carefully considered in Congress 
come out as pretty good policies—and come up and are satisfied that 
the cost-ascertainment figures are correct, I think that most pub- 
lishers—and I am only speaking for my own group now—would buy 
this as a declaration of policy. I think they would like it right now. 

I do not think that there are delaying tactics here at all. 

Mr. Ceperserc. Would you be in favor of automatically increasing 
the postal rates for the various classes as the percentages are deter- 
mined and as the cost ascertainment is agreed upon for a given class 
of mail? If the cost goes up next year, the rate automatically goes up! 

Mr. Harr. Oh, no. sir: never automatically; never anything in 
America automatically. That is why I oppose this commission. Now, 
we are floating along in a pretty good economy right now. There is 
not anyone in ‘this room that knows whether tomorrow there is going 
to be inflation or deflation. When I say “tomorrow,” I mean a year 
from now, or many years from now. As soon as there is either one, 
the whole character of the post office is going to change. Business 
might drop off or increase. The value of the dollar might go wp or 
down. That would affect the whole operation of the post office. 

I think when a thing like that happens, we would be biting off our 
nose to spite our face, and we would not be recognizing that the Post 
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| Office renee has the economic force or provides the net work that 
enables the economic forces to stimulate business. If the rates at 
that time were such that they could not be adjusted, maybe down- 
yard, if you had deflation, that might be true. I think the rate making 
must always be considered by Congress. 

Mr. CeperserG. If the ec onomy Fo ag to expand year after year, 
the cost of handling your second-class mail continued to increase 
year after year, and your publications, advertising rates and so forth 
were moving along with the economy, it ought to be automatic, be- 
cause 50 percent of the cost of second-class—if that is the rate fixed— 
you ought to pay and forget it. 

Mr. Hamre. I do not quite think that that is a correct expression of 
what I said. 

Mr. CeperserG. Without a policy, we have to go through this year 
after year. 

Mr. Hate. You have a policy, and you have a base on which to 
consider it. You have a basis on which to consider your future deci- 
sions. I do not think anything in America that is as important as 
rate making ought to be on an automatic basis. That is, particularly 
where there is public service involved. 

Mr. Ceperverc. I do not want to press the point, but our public 
utilities very often are allowed a certain percentage of profit on the 
amount of capital and assets that they have and so forth, and it is 
pretty much automatic. They come before the public service com- 
mission and justify their costs and so forth, and if it appears that the 
rateis justified, then that is the way it goes. 

Mr. Hare. Well, I think that the difference between a public utility 

and the Post Office Department or the service nature of the Post Office 
Department, where the United States Government has a messenger 
in touch with practically everybody in America every day of the year 
that is a lot different than the public utility you are talking about, sir. 
The Cuamman. What kind of policy do your public ations have for 
fixing your subscription rates from year to year, and for fixing your 
advertising rates from year to year? Do you have any definite “policy y 
that will determine your course as to any increase or decrease in your 
subscription rates or advertising rates over a period of years? 

Mr. Haire. When you say “policy” y 

The Cuairman. You keep talking about a policy. Let us get down 
to what is the policy of magazines about. increasing or decreasing their 
rates for advertising and their subscription rates. 

Mr. Hatre. We have this policy: Basically, when you are operating 
a magazine on a couple of hundred thousand dollars’ volume and you 
have to have the necessary people to put out a professional job, you 
are operating on very small margins, to begin with. 

The Cuarrman. I am trying to get at this: You do not have any 
fixed policy that would apply for a number of years in the future. It 
depends upon your circulation and your revenues and your costs year 
by vear. Is that not correct ? 

Mr. Hatre. Essentially, I think that that is correct; yes, sir. 

The Cuarrman. Why is that not true with the Post Office Depart- 
ment and the operation of the Department ? 

Mr. Harre. Well, I personally feel, and most of us in the publishing 
business feel, that we have built a business which, in effect, we were 
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encouraged by the Government to build because the Government want- 
ed to keep the people of America, in the early days, informed. 

The Cuamman. We are talking about business publications now, 
and we are not talking about the cultural or educational or religious 
publications. I am talking strictly about business publications like 
yours. 

Mr. Haire. Business publications like mine are essentially doing the 
job of trying to provide small-business men with the business s-building 
ideas that enable them to stay in business, and stay competitive, and 
find out what is happening in other trades and keep our economy going. 

We feel that we are a force of adult education. Many of our 
readers have not had great educations. Most of them have not, m cer- 
tain of our fields. Our books are edited from that point of view. 

Mr. Rees. Then you feel that that particular part of your emma 
tion ought to be subsidized, and if you do not want to say that, you 
can say “assisted by the Federal Government,” with respect to its 

rates; is that it? 

Mr. Hatre. No, sir; I do not. 

Mr. Rees. I do not know what you meant by that statement. 

Mr. Hare. Actually, in this bill—— 

Mr. Rees. Let me ask you your feeling about that matter: Do I 
understand you to say ill not keep | going on the thing—do I 
understand you to say that you feel, because of certain information 
that you are disseminating to the public, that particular information 
ought to be supported by funds from the Federal Government, that is, 
the dissemination of that information ? 

Mr. Haire. Only if it is the policy of the Government to do it. 

Mr. Rees. What do you think about it? 

Mr. Haire. I, personally, think that it has worked. I have seen 
some of these industries grow from $50 million to half a billion dollars 
and I think that a large part of that has been due to the fact that they 
have had a lot of information available to them that has helped them 
and has given them the inspiration and the ideas which have enabled 
them to go out and build a bigger business. 

Mr. Rees. I am trying to find out if you feel that the Government 
should pay a part of that, because of that service you are rendering 
to the country. 

Mr. Harre. That is the thing that I think that the Congress ought 
to decide, whether it should. 

Mr. Rees. What do you think? 

Mr. Haire. My personal feeling is “Yes.” 

Mr. Rers. That the Government ought to help you pay it ? 

Mr. Haire. I will say it this way: Yes, because it has proved to be 
a pretty good policy. 

Mr. Rees. I just w anted to know how much you think the Govern- 
ment ought to help you in handling that particular business because 
you feel that that part of it is of particular service to the country. 

Mr. Haire. For instance, I do not know whether my magazines are 
being carried at a terrible loss. I donot know. 

Mr. Rees. If they are, you told me at the beginning, if it is a con- 
siderable loss—nothing is too terrible—you are willing to pay your 
share or fair share in that expense. 

Mr. Hatre. Yes, sir; provided we havea clarification. 
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Mr. Rees. Well, you are willing to share in it, anyway ; are you not ¢ 

Mr. Harre. Yes, sir. 

Mr. Rees. That is what I wanted to know. 

The CuarrmMan. Thank you very much. 

How many witnesses who were scheduled to appear before the com- 
mittee today are from out of town 4 

Are there any witnesses with you, Mr. George? 

Mr. Grorcr. They are not appearing in person. Mr. Wilkin, who 
was just ahead of me, may not be here. 

The CHarrman. Does he have a prepared statement which we can 
put in the record then ¢ 

Mr. Grorce. If he does not come, he probably will send one in. 

Then Mr. Wilson, whose father is very ill, thought that he could 
get here Friday. 

The Cuatrman. Is Mr. Evans here? 

Mr. George. I would like to offer, Mr. Chairman, the statements 
of Mr. L. B. Whitehouse, Morton Manufacturing Corp., Lynchburg, 
Va., and Mr. Arthur T. White, White Industries, W estfield, Mass. 
His statement has not arrived. Mr. Clyde Evans, New Engl: and Art 
Publishers, and Mr. F. A. Singleton, Comptroller. I would like to 
offer those for the record. 

The CHarrman. How about Mr. Topps? 

Mr. Georce. That just came in this morning, that is J. Elin, of 
Topps Garment Manufacturing Co., Rochester, ‘Ind. 

The Cuairman. Those statements will be made a part of the record 
at this point. 

(The statements referred to follow:) 


STATEMENT OF L. B. WHITEHOUSE, VICE PRESIDENT, MORTON MANUFACTURING 
Corp., LYNCHBURG, VA., FOR BLAIR OF VIRGINIA DIVISION 


Our business was established 37 years ago. We manufacture and sell a 
general line of toilet preparations, food specialties, flavorings, household prod- 
ucts, medicinal products, and certain toilet and medicinal specialties. 

Blair of Virginia distributes a general line of more than 200 products through 
independent dealers, operating on their own, who sell to consumers through 
house-to-house canvass. Orders are shipped to some 35 States each month— 
to all States each year. Ninety percent of all shipments are forwarded by 
parcel post. 

Sales are predominantly promoted through the use of the postal service, 
largely through third-class mailings. 

Meeting with reverses in the early twenties, in attempting to sell our prod- 
ucts to the wholesale and retail trade through salesmen; and advertising in 
newspapers, magazines, etc., we turned to direct selling and to use of the United 
States mail to recruit dealers and promote sales. 

From the very beginning, our entry into the direct selling business and pro- 
motion by mail was rewarded with an increase in sales. 

We pay tribute to the postal system, operating for the benefit of all the people, 
that afforded us a service that played such an important part in the growth and 
development of our business. 

All increases in H. R. 9228 will impose a serious impact upon our cost of doing 
business, but when the proposed increases for third class become effective, the 
growth and development of our business will suffer, this because of the impor- 
tance of third-class mail in recruiting new dealers. We believe the proposed 
third-class rates prohibitive and if enacted we must look for other means of 
promotion. 

When we leave third class out of our operations, not only will we suffer, but 
postal revenue must also be proportionately reduced. 

Last year our account with the post office was over $375,000. Under third-class 
mail we sent out 5 million pieces at a postage cost of over $75,000. The purpose 
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of our third-class mailing is to promote sales and, as a result, we received under 
first-class mail 143,500 applications for sales outfits. These mailings produced 
approximately $30,000 in first-class postage to cover initial outgoing and incom- 
ing letters. Our outlay in third-class postage also resulted in our own further 
expenditure for first-class, fourth-class, and other services of some $300,000. 
This amount does not include fees paid by our dealers for many thousands 
of money orders which we receive daily in large volume. Our third-class pro- 
motion in 1955 produced 22,535 first orders from new dealers (90 percent of 
which were shipped by parcel post) amounting to approximately $500,000 in 
new sales. These same new dealers will continue to produce sales for us and 
revenue for the post office for many years to come. It should be noted here 
that no reference is made to volume of sales and postal revenue produced during 
1955 by old dealers established in prior years. 

It is our opinion that the prevailing third-class rates produce postal volume 
for all other classes, they serve our business in its growth, and because of this 
growth there is general economic improvement. 

Such growth in our business cannot be continued under the confiseatory third- 
class rates now proposed. 


Tue Geo. MASTER GARMENT DIVISION, 
CLARENCE WHITMAN & Sons, INC., 


Ligonier, Ind. 
Howse Post OFFICE AND CIVIL SERVICE COMMITTEE, 


United States House of Representatives, 
Washington, D. C.: 


After examination of H. R. 9228, a bill to readjust postal rates, establish a 


commission on postal rates, and for other purposes, it appears that we, together | 


with all direct-selling organizations, will be forced to accept an increase in our 
postal expenses of from 40 percent to 50 percent overall. Based upon our present 
operation, this would represent an additional expense of approximately $25,000 
to $30,000. We are not in a position to absorb this increase. 

We have been in the business of selling industrial uniforms by direct mail for 
over 25 years. We are located in a city of some 2,500 inhabitants and employ 
approximately 175 of these people in our operation. Because of our postal 
activity, which is one of the largest in northern Indiana, we have a first-class 
post office, of which the community is duly proud. 

It is our belief that the administration of postal rules and regulations, includ- 
ing the setting of rates, etc., should remain in the hands of direct representatives 
of the people ; namely, Congress, and not a commission. 

In view of the foregoing, we respectfully and humbly request that you permit 
us to remain in business and allow us to continue to play an important part in 
this community by defeating bill H. R. 9228. 

Thank you. 


F. A. SINGLETON, 
Comptroller. 


STATEMENT OF CLypE L. Evans 


My name is Clyde L. Evans. I am president and treasurer of the New 
England Art Publishers, Inc., North Abington, Mass. 

I wish to oppose the proposed increase in rates on third-class mail. It is my 
belief that our company would never have had its start if it had not been for 
the low third-class rates. Congress should be commended for creating this low 
rate thus enabling companies such as ours to originate. 

Our business here at North Abington, Mass., relies completely upon the use of 
the United States mails for operation. Any increase in third-class rates at this 
time would force us to limit this type of mailing to our customers which in turn 
would cause us to have a decrease in business and a decrease in employment. 

In my opinion, third-class mail improves other classes of mail revenue such 
as first and fourth class. When the customer sends us an order it comes to us 
by first-class mail and when we ship the merchandise to them it goes by fourth- 
class mail. All of this is made possible by direct mail promotion and this is 
only available to them by the present advantages of third-class rates. 

I do not agree with Mr. Summerfield in the assumption that the volume would 
remain the same with the increase in rates. 
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Toprps GARMENT MANUFACTURING CORP., 
Rochester, Ind. 
Mr. J. M. GEorGE, 
In care of Frederick Belen, Secretary, House Post Office Committee, 
Washington, D. C. 

| Dear Str: The proposed increase in third-class postal rates will have a most 
damaging if not fatal effect on our entire business, because we obtain an ever- 
inereasing share of our business through direct mail solicitation. Despite our 
most careful study and screening of all factors that make up our mail program, 
a large portion of our mail-order business is marginal in profits. 

For this reason an across-the-board increase in our prices, which would have 
to follow as a result in postage increase, would make our entire mailing programs 
unprofitable and this, of course, would result in their abandonment. 

Many other businessmen have indicated in my conversations with them that 
a similar situation applies to their businesses. 

As has happened in the past, the increase in rates will curtail the volume of 
mail to such an extent that postal revenue would decrease and the deficit 
increase, while at the same time having a disastrous effect of putting out of 
business many firms who operate their business through the mails. 

The last parcel-post increase had a staggering effect on thousands of smaller 
firms doing a mail-order business. A new postal rate may very well, and prob- 
ably will, deal the coup de grace to many firms doing business through the mail. 

Sincerely yours, 
J. Err. 





STATEMENT OF ARTHUR T. WHITE, WESTFIELD, MASs. 


May I testify in connection with H. R. 9228 in my own behalf and for my 
associates and the employees of White’s Quaint Shop, Thomas Terry Studios, 
and Arthur T. White, “the magazine bargain man.” 

All our business is done by mail, either direct with the consumer or through 
small independent dealers who sell personally direct to the consumer. 

This is a small business, started by me 438 years ago when I was stricken with 
polio. The United States postal system has enabled me over these years not 
only to earn my own living without being dependent on anyone else, but also 
to help many others earn a living. We now employ in our offices at Westfield, 
Mass., in the busy season, as many as 300 men and women. 

I feel that you will be interested in the possibilities of the actual rehabilita- 
tion work which is being done by the post office system. Encouragement given 
to thousands of men and women, war veterans, those incapacitated because of 
polio, other diseases and accidents, is accomplished perhaps without being under- 
stood. 

At the time when I started my business through the use of the United States 
mails, postage in all branches of the service was much lower than it is now. 
With the higher prices charged for carrying parcel post, third-class mail and 
first-class mail today, I would not have had enough margin when I started in 
business to exist. That is one reason why I am upset and very much worried 
about proposed increases in third-class mail which are going to have such a 
startling and devastating effect on my own little business. 

To get business it is necessary to sell the customer by mail. We do this through 
the sending out of letters and circulars telling about our greeting cards, sta- 
tionery, gifts, and magazine subscriptions. Because we have been able to build 
up a business which serves thousands of customers all over the United States, 
we have been able to give unusual values and high quality which have been 
greatly appreciated by our list of customers which has grown over the years 
to many thousands. 

This may sound to you like an Horatio Alger story which has been helped to 
grow over the years by the United States mails and the Post Office Department. 

When I sent out a few hundred letters to start, that increased to thousands and 
today to millions to each and every part of the country for business which 
has satisfied customers in every State of the Union. These customers we cannot 
continue to serve without the use of the United States mails and at a rate which 
is not prohibitive. 

Not only my own small business, but thousands of small businesses throughout 
the country will be ruined with an increased postage rate which they cannot 
absorb. Take my own little business for example. 
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We sell by mail mostly dollar and $1.25 retail items made up of greeting cards, 
stationery, and gifts. Greeting cards are sold in handy box assortments to retail 
at a dollar and $1.25. These are the same prices which were in effect 10 years 
ago and cannot be changed because of the public demand for greeting cards in 
box assortments at these prices, and because of competition in the trade. 

Even more value is given in box assortment greeting cards today than 10 years 
ago. Better qualities of paper are used, much better artwork, and better methods 
of reproduction. The cost of producing such greeting cards is considerably more 
than it was 10 years ago and we have been squeezed between our costs and our 
retail prices. 

Now to get this business, it is necessary for us to put into the mails several 
million letters a year. These letters describe the cards, point out the value, 
and try to get an order. At the present postage rates, the cost of getting these 
orders is tremendous. Should the price increase from 114 to 2 cents, as suggested 
by the new postage rates in H. R. 9228, that cost alone to us would be an 
additional $35,000. 

During the past few years we have been handicapped with one postal increase 
after another. A parcel-post increase which cost us about $50,000 additional 
yearly went into effect October 1, 1953. The new minimum-wage bill which went 
into effect this past March 1 is going to cost us yearly an additional $60,000. 
You can see that any additional postage costs would be a straw that might very 
well break the camel's back, not only in the case of my own little business here in 
Westfield, Mass., but also for thousands and thousands of small businesses 
spread throughout these United States. 

Now it isn’t only our business which must make a profit in order to pay our 
share of taxes fo the United States Treasury, but it is these many thousands 
of small businesses also who rely on Uncle Sam to get their orders and to deliver 
their orders, who will suffer to such an extent that a great many of us may 
have to go out of business. Any increased amount which goes to pay for postal 
rates and lowers our profit picture, takes away that amount of income for the 
United States Treasury. It is the Treasury which after all has to have money 
to settle all the bills for the Government. 

It isn't only we as a business who will suffer, and our employees who rely on 
us for a livelihood, but there are many suppliers and their thousands of employees 
in the paper, box, ink, and printing trades which will lose this business, ours 
and that of many others, causing them to lay off employees who depend on them 
for their livelihood. It is a vicious circle and could be corrected if we, like 
large companies, could add on to our price to the consumer sufficient to cover 
our costs which will be so greatly increased by any new postage rates. 

Frankly, I do not believe that an increase in third-class postage will bring an 
increase in income to the Department. With an increase of postage, any concern 
ean only mail to those customers who will buy enough to make a profit at the 
new rate. They cannot mail to customers who buy in small quantities and not 
sufficient to cover costs. This is going to mean a drastic reduction in the number 
of pieces of mail that we shall be able to send out, and consequently, a drastic 
reduction in the amount of revenue which our local post office here in Westfield, 
Mass., will take in from us. 

As the Postmaster General has pointed out, third class mail is a deferred 
classification and is handled only after first class. Because of this it is not 
his desire or intention to price third-class mail out of the postal market. Third- 
class mail brings an income to the Postal Department which is helpful because 
it not only brings work to postal employees who would be on the payroll any- 
way, but third-class mail also generates first class, fourth class, or parcel post, 
and special-service mail. It helps to bring a large amount of income into the 
postal treasury in these ways. 

Take for instance the merchandise which we sell, greeting cards. These cards 
if mailed first class with 3 cents postage, and SO percent of them are mailed 
that way, will bring an income to the Post Office Department of $750,000. 

This amount of money was generated by the third-class mail which we sent to 
our customers and prospects. In a 12-month period we paid the Post Office 
Department a total of $380,000 including, of course, first-class mail and parcel 
post as well as third-class mail. The Westfield postmaster tells us this is one- 
third of their revenue. 

This amount of income to the Post Office Department, the total of what we 
pay direct to them and the amount which they receive in postage alone from 
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the greeting cards which we sell, brings $1,130,000 into the Post Office Treasury, 
Postmaster General Summerfield has done a fine job and his associates are 
working hard to improve postal facilities. They have made many improvements 
which businesses who use the mails and the citizens themselves must appreciate. 
The Post Office Department has a fine accounting system. It divides its costs 
among various classes of mails in an intelligent way. 

I wonder, however, if any consideration has been given to that additional 
income which comes into the Post Office Department in the way of first-class 
mail, parcel post, and special services which would not come if it were not for 
third-class mail being sent out. It seems to me that third-class mail should 
be credited with this income if there can be some way of figuring it. I have 
pointed out that about $750,000 is returned to the Post Office Department as 
first-class mail for mailing greeting cards which we sell. We spend $103,000 a 
year in third-class mail, and the balance of our expenditure shown above is 
divided between first class and parcel post. 

Consequently, in our own small business the $103,000 we spend for third 
class brings to the Post Office Department not only the balance of the money 
which we ourselves spend for first-class mail and parcel post which amounts to 
$277,000, but also the $750,000 which comes to it frem the first-class postage on 
the greeting cards which we sell. That means that the $103,000 third class 
brings the Post Office Department an additional $1,027,000 income to the 
Department. 

And what is true of us here in Westfield is also true in like measure of every 
greeting-card business which operates by mail. 

Any profits which we can make from our business are taxed by the Federal 
Government and by the State of Massachusetts. We pay local taxes in West- 
field, Mass. The 300 employees which we have for many months of the year 
bring payroll taxes to the United States Treasury, bring their income taxes to 
the United States Treasury. , 

This money which we pay out locally helps many local businesses of every type 
found in an average American city. So, in our small way we are helping the 
wheels go round to improve the economy of the United States, and our business 
is only one small business among thousands and thousands of others who operate 
generally as we do to bring taxable income to the United States Treasury. 

The deficit pointed out by the Post Office Department for the past 10 years 
probably includes franking and penalty-mail costs, airmail subsidy which has 
now been transferred to other Government agencies, the second-class subsidy 
which has been congressionally approved for over a hundred years, free mail for 
the blind, nonprofit mail, subsidy-granted books, and so on. The total of these 
subsidies approach the 4 billion mark so that the postal deficit for a 10-year 
period has perhaps been nearer $600 million or $60 million a year. 

But whatever the cost, it has been of great help to the citizens of the United 
States as a whole, whether they live on the eastern coastline, or the western coast- 
line, whether they live on the Canadian border or the Mexican border. We all 
participate equally, all with the equal advantages of our great American postal 
System. 

It is my personal opinion and that of a great many others that the postal 
system would most benefit by a decrease in the third-class postage rate rather 
than an increase. This would bring more income to the Post Office Department 
and at the same time it would enable the merchants of this country, those small 
businesses who sell direct to the consumer, to employ more people, to sell more 
merchandise, to benefit more citizens, and to make more profits which in turn 
would become taxable and increase the revenue of the United States Treasury. 

Is it not good business to lower your costs if you can, to increase your volume 
of business to get greater profits? If you could lower the costs of postage so 
that the merchants who use the mails could bring their sales messages to more 
people during a year, then an amazing number of dollars would be spent by our 
citizens in buying from those businesses who are customers of the Post Office 
Department. And this greatly increased amount of business would bring a so 
much greater revenue to the United States Treasury that whatever loss might 
accrue to the Post Office Department itself would be greatly offset by the much 
greater amount of taxes taken in. 
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STATEMENT OF J. M. GEORGE, GENERAL COUNSEL OF THE NA- 
TIONAL ASSOCIATION OF DIRECT SELLING COMPANIES, WINONA, 
MINN. 


The CuarrmMan. How long will it take you, Mr. George ? 

Mr. Grorce. Ten minutes. 

I am J. M. George, general counsel for the National Association of 
Direct Selling Companies of Winona, Minn. This statement is pre- 
sented for consideration by the committee and for the record pertain- 
ing to H. R. 9228. 

In my capacity as general counsel I have very little contact with or 
information about the detailed commercial aspect of the postal rate 
problem; hence, I must testify generally in respect to what I think are 
important considerations in the decision of the issues involved in this 
legislation. 

I should like to say also that the primary interest in this bill of 
the people whom I represent is in third-class rates. 

This association consists of member concerns whose merchandise 
ultimately reaches the consumer through person-to-person or house-to- 
house solicitation. This is the only trade association in this field the 
membership of which consists of companies in all commodity groups, 
without respect to any grouping. 

The problems of the members are the same as the problems of all 
companies in the United States with similar methods of distribution. 
There are about 2,500 such companies in the United States. 

Our members do a very substantial part of the volume of business 
in direct selling. 

The Post Office Department under Benjamin Franklin was inau- 
gurated as a public service. That service was simply to carry letter 
mail. The area to be covered was far flung at the outset. Some 
Government agency was then (as now) absolutely necessary to keep 
united the original States extending for almost the entire length 
of the Atlantic coast line and running into the backwoods areas to 
the West. To do this job it required an organization and perform- 
ance facilities. The Post Office Department policies then and acts of 
the Congress very promptly accepted the fact that since letter mail 
had to be carried, it would be beneficial to extend the scope of the 
postal service beyond letter mail so as to occupy and use the facilities 
and help bear the cost of operations. 

This extension policy laid the pattern for an ever-extending service 
to and for the convenience, welfare, education, and unification of 
widely scattered settlements into a political body of one people. 

This extension of the scope of the service from time to time was 
not for the benefit of business users of the mails but for the benefit 
of the people. It took business users to effectuate many of these added 
services and conveniences. 

In late years there has developed a feeling that the postal service 
is simply a business; that it cannot pay its way; and that this is a 
condition that must be ended. 

Changing the Post Office Department from a service to the people 
into a business institution can be brought about in only one way. 
which way, of course, the people would not stand for, that is: 
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1. The discontinuance of all direct subsidies. 

2. The closing of all post offices which operate on a revenue receipts 
basis which is less than the cost of maintenance and operations. 

3. Discontinuance of rural routes. 

4. The taking of other steps which a business operation would take 
to eliminate unprofitable parts of the business. 

5. And generally to do as private transportation business oper- 
ators do in discontinuation and curtailment of service which is 
unprofitable. 

This, of course, is not the answer, and it is my opinion that neither 
is a continual course of rate increases. 

The answer is to consider the postal system as a service to the 
people, which service should be paid for out of general revenue; 
except that the postal system does have some business aspects which 
call for payment by way of rates which should be based upon a cost 
accounting system which first takes into account the cost burden of 
the service furnished to the people, which burden must be main- 
tained whether or not the service includes second-class, third-class, 
fourth-class mail, and the special services. 

Under such a system rates on third-class mail could be attractive 
rather than repellant. 

Revenue from third-class mail should be increased by greater use 
and not by prohibitive rating. Volume cannot much longer be in- 
creased by the imposition of higher rates, and the same is true of 
parcel post. 

A studied effort is being made to prejudice Members of the Con- 
gress against third-class mail. These prejudicial assertions are be- 
lied by the facts. If third-class mail were in fact “junk,” who 
would pay for dispatching it? “Occupant” addressed mail is being 
used profitably within my own personal knowledge by local merchants 
in my area. Samat particularly do not consider this to be junk. 

Third-class mail is a form of advertising used to promote business. 
In our field of distribution personally addressed mail in this class is 
the principal media of promoting new business and of holding old 
business. Its importance for these purposes not only in our field but 
in others is so great that its cost to users is ordinarily one of the 
highest expense items of doing business. 

Those of our members and other companies in this field who use 
other methods of getting new business nevertheless use third-class mail 
for holding and promoting more business with their established outlets. 
Rate increases cut sales promotion particularly with the smaller com- 
panies, and at least 95 percent of direct selling companies are in the 
small-business classification. Reduction of this business promotion 
means reduction in business, in profits, net income, and employment. 

Anyone familiar with our field knows that the smaller companies 
which depend most largely on third-class mail business promotion are 
having a hard time. There are approximately 1,000 less companies in 
direct selling today than there were in the years 1946, 1947, and 1948. 

A third-class rate increase now will be the cause of a further re- 
duction. 

Weare not the only group using third-class mail to promote business. 
Practically all concerns having or attempting national distribution 
use it. 
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I would like to say that this sort of points to me, and the man who 
may have to close up four magazines. A rule of conduct in ratemaking 
in Congress—when the rates get so high that concerns depending upon 
the mail service have to close their business or when they get so high 
that there is no longer a profit in the business, then does that not auto- 
matically est: ablish a policy for ratemaking? If the post office is to 
be operated as a business, I think that would be true. 

The Cuatrman. The concerns you are representing operate strictly 
as a business through the postal service ? 

Mr. Grorcr. Yes: they do. The postal service is a very important 
aspect of the business. 

‘he Cuatrman. As I understand it, you represent concerns that are 
engaged in direct selling through the mails; is that not correct? 

Mr. Grorcr. What they do is that they use sales people, and they 
recruit their sales people with third-class mail and when the recruiting 
cost reaches a certain point, the point of no return, making it worth 
while to use certain lists, for instance, that they have to use—these 
lists are of persons who have shown an interest in the business. When 
the returns from a given list are not profitable, the lists have to be 
dropped. Pretty soon your list situation plays out. And then a 
thousand people or a thousand concerns in the last 3 or 4 years have 
quit the business. They have closed up because their third-class promo- 
tion did not pay. 

The Crarrman. Do your concerns not send their material directly 
through the mails to the purchaser ? 

Mr. Grorcr. The sales person makes the transaction with the pur- 
chaser, and in about 80 percent of the cases of direct-selling com- 
panies, the shipment is made by parcel post. 

The CHatrman. Direct to the customer? 

Mr. Groree. That is right, in 80 percent it goes directly to the 
consumer. 

The Cuatrman. That is what I am talking about, the customer who 
buys it. 

Mr. Grorcr. Yes. sir. 

The Cuatrman. You represent a lot of companies, I imagine, that 
sell hosiery and neckwear and shirts. Whenever a salesman takes 
an order for such merchandise, these companies fill the order and send 
it through the mail to the person who ordered it; is that not correct ? 

Mr. Grorcr. We have hosiery, but no shirts or ties. It is general 
merchandise of different kinds. It is delivered right to the purchaser, 
as you say. 

The Cuarrman. In other words, the Post Office Department is con- 
ducting your business for you practically entirely; is that not right? 

Mr. Grorce. We did not establish the parcel-post system. We 
came in so that the parcel-post system could be of some use to the 
public. a the public gets a benefit of purchasing that way by reason 
of third-class mail and “by reason of the parcel-post service and by 
reason of the business promotion which comes through second-class 
publications. 

The Cuarrman. And you certainly want that class of business to 
pay its way through the mails; do you not ? 

Mr. Grorcr. Well, I say this: When the rates get to a point that 


the businesses have to close up, then what can you pay? You have 
nothing to pay with. 
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The Cuarrman. You take a concern that has no place of business in 
a town, and it has salesmen who solicit orders and then these orders are 
filled by your concern and shipped through the mails to the persons 
who gave the order. Your concern is saved the expense of having 
any headquarters or merchandise in that town and does not pay any 
local taxes. Certainly such concerns should pay their proper cost of 
operation through the mails. 

Mr. Grorce. The last time I saw the figures, there were 19 States 
in the United States that did not pay their own w ay, and the States 
that are paying their way are the States where our concerns are lo- 
cated. Asa matter of fact, the retailer does not pay taxes, he collects 
them. 

Mr. Rees. What is that? 

Mr. Gerorce. He collects the taxes. He is a tax collector. 

The CuHatrMan. He does not pay any license fees or privilege taxes, 
and such as that ? 

Mr. Grorce. In many cases he does. 

The Cuarrman. All right; go ahead, sir. All of your concerns are 
in business for a profit, are they not ? 

Mr. Grorer. Yes; they are; and that is why these thousand quit. 
There was no profit for them. 

Speaking of the thousand who have gone out of business recently, a 
third-class rate increase will be the cause of a further reduction. Now, 
the increase of third-class promotional mail creates this situation : 
When you raise the promotional cost then you start a circle of dimin- 
ishing returns based upon your reduced promotion which comes from 
increasing the rates. It is not my opinion that a concern which can 
afford to pay whatever cost there is should not pay the cost, except for 
the fact that, as previous witnesses have said, there is a marked con- 
venience to the public coming from second-class and third-class and 
fourth-class services which is probably an element of cost which 
should go to the taxpayer. 

I am making the point that the public does get a service out of the 
business use of the mails. That is a service which should be stood by 
general taxation to the point where continued use could be made of 
the services which exist for the carrying on of business and for the 
convenience of the public. 

The Cuairman. Are you just representing these concerns that sell 
direetly through the mails? 

Mr. Grorce. No; not the mail-order firms. Our people are not mail- 
order firms. Anybody in our group would handle the contact with 
the.consumer by a personal solicitation. 

The CuarrMan. But they receive their merchandise directly through 
the mails. They are not sent to the salesman to be delivered. 

Mr. Grorcr. Twenty percent of them are. In 20 percent of the 
industry, in that number of companies, the merchandise is sold direc tly 
to the local person who does the selling. That man is a local business- 
man, a local retailer. The only difference between him and any store 
is that he goes around with his merchandise to the prospective pur- 
chasers and sells it and delivers it. That represents about 20 percent 
of direct selling. 

The Cuarrman. How about the business of the Wilknit Hosiery, of 
Greenfield, Ohio ? 7 
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Mr. Grorce. They ship parcel post. 

The Cuarrman. Directly to the consumer? 

Mr. Grorce. Yes, sir. It would be hard to deny that advertising is 
the base of America’s great home market, outstripping all other coun- 
tries and creating the highest known standard oF living. Selling is 
the bottleneck in the American economy today. We do not have any 
trouble with production. I feel that nothing should be done to slow 
it down. 

Until the advent of radio and TV, advertising meant second- and 
third-class mail. The importance of these classes of mail to a sound 
national economy cannot be estimated. Is it safe to high-rate them 
toa level of diminishing use? 

Reduce the amount of advertising or reduce the number of adver- 
tisers and the drag will soon be felt in the general economy. If the 
volume of advertising is kept up, business will be good. This means 
profits. Profits mean taxable income. 

The Post Office Department is merely one important part of our 
Government. We have many other departments such as those, for 
instance, represented on the President’s Cabinet. It is the only de- 
partment in Government which is a substantial producer of revenue 
through its service to the people and to American business. So far as 
the Treasury Department is concerned, the Post Office Department is 
practically its greatest asset in the business of Government. 

The United States Government is a gigantic business consisting 
of innumerable departments, divisions, and agencies. Consequently 
the Post Office Department, which is only one of many of these, should 
not be looked at separately as though it were a separate business, nor 
can its classifications of mail be looked at separately because they are 
all interwoven to some extent with each other, and to a large extent 
with all other Government functions. 

I believe that I am safe in saying that the Post Office Department 
was created not to carry on a business but to perform a very much 
needed and useful service for the American people. I am unable to 
believe that it was ever the intent that the Post Office Department 
should be operated as a business. This is borne out by one piece of 
legislation or policy after another. For instance, the Department has 
always operated and maintained a very large number of post offices 
with full knowledge that the results would be a fine service to the 
people without any substantial compensation back to the Government 
by postal revenue produced. 

I should add to that the fact that they are the receivers of mail, 
which does not show in their statements. That is also a great service 
to the public. 

One of the greatest services in the postal field created by the Con- 
gress was the institution of rural routes. Rightfully the Congress 
gave no consideration to the cost involved. No business concern would 
ever consider the establishment and/or maintenance of performance 
features known in advance to be profitless from a money standpoint. 

It is claimed that the Post Office Department has a deficit. We get 
into semantics when we talk about a deficit. We deny that it is a 
deficit. 

The Cuatrrman. What do you call it? 

Mr. Grorce. I say this: I say that there are personal services in- 
volved with everything that a post office does. All of the public serv- 
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ice angles of the Post Office Department should be taken into con- 
sideration as the primary basis for ratemaking. 

The Cuarrman. Could you show me the public service being ren- 
dered by the Post Office Department for a concern when it sends 
through the mail, through parcel post, hose or neckwear direct to the 
consumer? Where is the public service 4 

Mr. Grorce. Do you recall. that the fourth-class mail was estab- 
lished, parcel delivery was established by the Post Office Department 
for the convenience of the person who did not have a market under his 
nose? It is for the people living in the small towns where they do not 
have the choice of merchandise, and on the farms where they have to 
travel to get their merchandise. 

Mr. Res. And you get the benefit of this rural route business that 
you talked about that is operating at a loss. 

Mr. Grorce. Undoubtedly. I had stated earlier in my statement 
that there is no thought in my mind, or of our people, that there should 
be any discontinuation of the service angles of the post oflice to the 
people. 

The Cuatrman. I am trying to get this public service that is being 
rendered to these companies that engage in direct selling through the 
mails. Where is your public service coming in here ? 

Mr. Gxorer. Is it not a service to a woman who would have to hire 
a baby sitter to go downtown to buy a pair of hose, to have some sales 
person come and call on her and sell her a pair of hose? 

You understand that direct selling—they found a salesman’s kit 
about 2000 B. C. in the sands of the desert in Africa, and direct selling 
is still going on. It is still popular. The average of our companies 
is 40 plus y years of age. We have several companies that are over 
140 years down in Missouri, and it was started up in New England. 

The Caarrmanx. You do not want those companies subsidized by 
the Post Office Department ¢ 

Mr. Grorce. No, sir: we do not. We would like to have the right 
to use the postal services at a rate that we could stand and still have 
something left to pay taxes with. 

Mr. Revs. But you do want to pay your way ? 

Mr. Grorce. There is no question about it. We do think that we 
pay our way. According to the Postmaster General’s figures, parcel 
post went $14,000 over the cost in the last 6-month period. 

The Cuairman. We do not have the parcel-post legislation. 

Mr. Georce. I understand that, but you brought in the parcel-post 
question, and I thought that I would mention that parcels ship- 
ments brought $14 million above cost, and then these specialties by 
some of these good citizens who come in here and say that the y want to 
pay the new rates received preference that cost all but $2 million of 
the profit that was made by parcel shipments. 

So that the net after all types of fourth class were counted was about 
$2 million. 

The Cuamman. That is all right, and you approve of that; do 
you not? 

Mr. Gerorce. I certainly am not coming down here asking you to 
reduce the rates. 

The Cuairman. You approve of parcel post paying its way as re 
quired by law; do you not ‘ 
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Mr. Grorae. I approve of business use of the mail in all classes pay- 
ing their way. If credit is properly given in accounting to the public- 
service angle, which I think should be supported by general taxation, 
that is true. When the rates on services that businesses are using 
reach a point where they have got to quit using them, then I think 
the public-service angle of the Post Office Department is being over- 
looked . 

The Cuamman. All right, sir. 

Mr. George. It is asserted that if the three or four hundred mil- 
lion dollar so-called deficit could be picked up by rate-increase legis- 
lation, the taking of that important money out of business promotion 
would cut taxable income to an amount which would result in a great 
loss in income-tax revenue. 

It must be kept in mind that the higher the income of individual 
taxpayers, the higher the rate of taxation. 

If taking out of business promotion the sum mentioned may not 
destroy too many taxpayers, it will undoubtedly put all of them who 
use the mails for business promotion purposes into a lower income 
tax bracket. 

In addition to the rate question involved in this bill, our people are 
very much interested in the proposal to set up a commission having 
power to make rates and to establish conditions of mailing. 

We strongly believe this power should be retained by the Congress. 

In fact, 1 think someone may produce figures here to show that by 
getting this $400 million out of business and into the Post Office De- 
partment, you have got to consider a 7 times turnover; that is, $2,800 
million that would be taken out of business. 

Now, you understand, when I earn a dollar and pay it out, it is not 
just a dollar’s business. That dollar hits some place about 7 times, 
So I sincerely believe that it is not good policy to have rates which 
will reduce business promotion. Now, there has been mention made 
of first-class mail. If first-class mail is paying its way, it is primarily 
a public service. It is practically all public service. Yet it has, until 
maybe recently, been considered to be paying more than its way in 
carrying other things. I personally do not think that that is right 
policy. That is to take the one that is your most favored classifica- 
tion and penalize it. 

The Cuamman. Of course, you have been here before, and you have 
always opposed every kind of increase in mail rates, just like you are 
doing now. 

Mr. Grorcr. Congressman, I, of course, have a right to come here. 

The Cuairman,. Certainly you have. 

Mr. Grorcr. And I have always had very nice treatment. 

The Cuatmrman. But you assume the same attitude now that you 
have heretofore. You opposed every kind of increase at every hear- 
ing. 

Mr. Grorcr. You mentioned prophets of doom. I have been a 
prophet of doom, and I have got 1,000 graveyards, and so my proph- 
esy came true in those cases. The same issues are involved, and 
the same things are involved. So I make pretty much the same sort 
of anargument. You understand, I have got a job to do and you have 
a job to do and that is why I come here and that is why you are here. 

The Cnamman. You are employed as general counsel for these 
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direct selling companies. I do not blame you for coming here at all, 
and I am glad to have you here, but you do have rather a selfish interest 
in this matter, do you not? You’ keep talking about public service 
all of the time. 

Mr. George. I am talking about the fact that when a ratemaking 
policy drives business out of the Post Office Department, in view of 
the fact that anybody cannot determine where business costs and serv- 
ice costs break, you have an automatic formula or policy right there. 
When it starts to reduce the mails, the law of diminishing returns 
should set the rates. It is not a matter of an automatic increase or 
automatic decrease. We have never come in here and asked for : 
decrease that I can remember. 

We are also very much interested in seeing Congress retain the rate- 
making power and get it back where it has given it up. 

Interested persons can always have a hearing before the Congress 
before any radical moves are made. Even the Post Office Dep: urtment 
itself does not have to answer to the people. 

No Member of the Congress could be charged with the action taken 
by a commission of the kind proposed to be established in this bill. 

I do not think that the bill requires a hearing. It says hearings may 
be held in the ease of rate changes, or conditions of mailing, which is : 
terribly important matter. The bill does not require th: at a heari on 
should be given to affected persons. It says that they may be given:a 
hearing. 

Now, in closing my testimony I should like to summarize what I 
think are very important basic considerations involved in this proposed 
legislation. 

First of all, I think it is very important that some sort of policy. be 
established to determine what is a deficit, or what is a proper charge 
against the public for public services. If such a policy were estab- 
lished, which could be workable, then we would not have these rate 
hearings so often. I believe that the law of diminishing returns should 
be given consideration in the making of rates, but that is not the pres- 
ent policy. 

My points are as follows: No. 1. That the primary functions and 
purposes of the postal service are for the benefit of the receivers of 
mail, in other words, the general public. 

That is where we think we are performing a public interest. 

The CuarrmMan. You say the primary function is for the benefit of 
the receivers of mail. What about the merchant who uses the mails 
to send the merchandise from one post office to another post office, to 
the consumer? Does he not have an interest, too? 

Mr. Grorce. He certainly does, and the retailer does, also. You 
understand the merchants have quit buying carload lots. When a 
shoeman wants shoes he orders in a parcel post size package and he does 
not like the present rates. Chambers of commerce all over the coun- 
try are passing resolutions apout some of these things. 

‘Mr. Rees. About this third-class mail thing 

Mr. Georce. Oh, no; I have been brought back to parcel post, and I 
am trying to get away from that. 

The Cuarrman. The law requires parcel post to pay its own way, 
and you want that changed, do you not? 

Mr. Grorce. So it does not, you mean 4 
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The Cuatmrman. Yes. 

Mr. Grorcre. No, we do not. 

The Cuarrman. All right, sir. 

Mr. Grorcr. However, the increase in the cost of parcel post is such 
that there has been 160 percent increase in that in the last few years; 
that has been part of the reason for this funeral of these 1,000 com- 

panies, 
Mr. Rees. Do you think you could resurrect that thing if you would 
lower the rates on third-class mail? Is that your idea? 

Mr. Georce. Not if we would lower them. 

Mr. Rers. You talk about these graveyard cases, and I do not like 

your term. 
; Mr. Grorcr. I do not either, and the guys that are in them don’t 
like them. 

Mr. Rees. What I am wondering is this: Certainly third-class mail 
has not had a thing to do with the fact that those have gone to what 
you call the graveyard. 

Mr. Grorce. It certainly has been the primary reason for them going. 

Mr. Rees. The third-class mail rates. 

Mr. Georae. Yes, sir. 

Mr. Rees. Then, do you mean to say, as you sit there now—and I 
do not want to take your time—that we ought to decrease the third- 
class mail rates so they could carry on at the expense of the Govern- 
ment ? 

Mr. Grorce. I am not suggesting any such thing. But if you in- 
crease third-class mail again on top of this, that group of 1,000 will 
have to move over. 

Mr. Rees. Let me ask you this 

The CuatrMan. You mean they will have to enlarge the graveyard ; 
is that right ? 

Mr. Grorce. Yes. 

Mr. Reese. We will have you name some people here that you repre- 
sent. Let us take some hosiery company that you named. 

Mr. Grorce. The Wilknit Hosiery Co., just above my name, I think. 

Mr. Rees. And otherssimilar. Most of your business has to do with 
what you call direct sale; is that not right ? 

Mr. George. It is exclusively direct selling. 

Mr. Rees. And the third-class mail affects your business because you 
are making your contacts with these — 

Mr. Gerorce. Recruiting salespeople. We recruit salespersons 
through third-class mail and the recruiting problem in the entire 
direct-selling industry is just terrible right now. 

Mr. Rees. That probably comes from having some competition with 
local retailers. 

Mr. Grorcre. We do not take any business from the local retailers, 
and we can prove that. Wecan prove that we promote their business. 
Do you want me to tell you a case history, a short one ? 

Mr. Rees. I do not think that would be of benefit to us. 

Mr. Grorce. I am sincere when I say that, and I think we are proving 
it to a lot of retailers. 

Mr. Rees. You would know more about that than I would, and 1 
am not disputing your word. 

The Cuarrman. You think the local retailers agree with that state- 
ment, that you are helping their business ? 





so aah nit nae stn 








POSTAL RATE REVISION 299 


Mr. Grorce. In nine States, the chambers of commerce just had a 
meeting and they invited me to come out there and talk to them, and 
they invited me out there because the chambers of commerce are getting 
acquainted with our organization and our people. We were very well 
received out there, and. they are the spearheads of the local merchant 
who figures that no one can compete with him from out of town. We 
also proved that we left plenty of money in the States where our busi- 
ness 1s done and we have proved that by an actual survey. 

Mr. Regs. Now, if it develops that third-class mail that you are using 
for business purposes does not pay its way and that the taxpayers of 
this country support the use of third-class mail—if that is correct, and 
just assuming it is correct—as businessmen, the concerns you represent 
would be willing to go along and increase the rates to make them some- 
where near paying, would they not ? 

Mr. Grorce. Congressman Rees 

Mr. Rees. If you do not do that, what is your excuse for doing 
otherwise ? 

Mr. Grorce. As long as you increase the rates, any direct-selling 
company that can meet the rates and pay them, will do so. Now, 
there were a considerable number whom I have mentioned who could 
not meet it under the last raises. I do not know whether Lowell 
Wilkin can meet an increase, maybe he can. 

Mr. Rees. How much mail does he use, and how much of a share 
of his business is third-class mail? How much do you charge to 
Mr. Wilkin and what share of his business expenditures is third- 
class mail ? 

Mr. Groree. I cannot say that, but if he comes here he can tell 
you that. It is really the biggest expense in the business, practically. 

Mr. Rees. You depend upon selling your stuff through third-class 
mail in place of employing people to do the w ork, as they would in 
stores ? 

Mr. Grorce. No; we use third-class mail to get sales people and 
those sales people earn a living from having m: ade that contact, and 
they contact the consumer; and 80 percent of these companies use 
fourth-class shipments to fill the orders that are taken. 

Mr. Ress. Is that the only method that you use to get salesmen ? 

Mr. Grorcr. Yes—there is another method. 

Mr. Rees. You do not use newspapers and magazines? 

Mr. Georce. To acertain extent, yes. 

Mr. Rees. You do? 

Mr. Grorce. Yes, and the local classified is used to a certain extent. 
But the principal thing is third-class mail. 

Mr. Rees. How do you do it? How do you get a fellow to start 
out selling for you through third-class mail ? 

Mr. Grorcr. You would be surprised how many people want to 
sell. 

Mr. Rees. Is that right? Do you just get lists of people? 

Mr. Georce. Sometime I would like to have you take me to dinner- 

I would not offer to take you because it would not be ethical—and 
I would like to tell you something about direct selling. 

Mr. Ress. I still cannot understand you, though, as you sit there 
now, and you have been with us before. I realize you have a duty 
to perform, but I cannot understand why you would not be willing. 
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if it is shown that third class does not pay its way, to pay a part 
of that cost at least—not all of it if you do not want to—but at least 
a part of it rather than charge it to the taxpayers. That is the ques- 
tion that bothers me. Maybe you are right and maybe it ought not 
to be done. Maybe we ought to charge it to the public. You may 
be right that the public ought to pay for your promotional sales in 
order that you can carry on a bigger business. 

Mr. Grorce. We are just part of the people that use third-class mail. 

Mr. Rees. I understand that. 

Mr. Grorae. I have not said that we will not pay the rates that you 
impose. But I, like other witnesses, think that there should be a policy 
established which would take into consideration whether or not there 
is a public service in third-class mail. 

Mr. Rees. All I was asking you was—a while ago—if there is an 
additional cost, and if the cost is $200 million or whatever it is, if that 
is a charge against the taxpayers of this country for handling third- 
class mail, would you be willing to bear your share of it? 

Mr. Georce. We certainly would. 

Mr. Rees. That is what I want to know, and that is all I want to 
know. 

Mr. George. We are not coming here to get a free ride. 

Mr. Rees. I did not think you would do that. 

Mr. Grorce. We disagree, Mr. Rees, on the basic figures, and we 
think that disagreement is based on nobody having the same idea as 
to what is a deficit. It comes to a question of semantics, and until you 
get a policy that shows what a deficit means, you will have that trouble, 

Mr. Rees. You do not say there is not a deficit ? 

Mr. Grorer. Oh, no, I do not say that. I think that there is to a 
certain extent. But I do not think it is anywhere near the Post Office 
figures. If you go back to the historical concepts, that is true. If 
you consider the public-welfare angles in all types of mail, you will 
find that that is true. 

Mr. Rees. We are here trying to perform our duty too, to the coun- 
try, and we are just like you. 

Mr. Grorce. I am just here to try to give you information, that is 
all. 

Mr. Rees. I wanted to get your final opinion, I think that is all. 

Mr. Groree. The final law will draw a difference between a deficit 
and that is diminishing returns—every time you make a rate increase, 
the rule starts working. When diminishing returns reach a point that 
you become really conscious of it, that will turn you, possibly, in the 
other direction. 

Mr. Rees. But you still think that the organizations you represent 
do render a public service, do you not? 

Mr. Georce. I say that any person who buys our merchandise gets 
a public service if the transaction is handled through the Post Office. 

Mr. Rees. And that the Government ought to pay for that public 
service ? 

Mr. Grorce. Oh, no. We are willing to pay rates on any basis 
that the traffic will bear. Now, the traffic cannot bear, or some of the 
traffic has not been able to bear the last increase, and so I do have a 
definite interest, and our people have, in the matter. 

My second point is: 
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2. That the public service afforded by the Post Office Department 
must be paid for from general revenue. 

3. That rate structures for business use cannot be fairly based 
on operations of a primarily public service. 

4. That if the Post Office Department were operated as a business 
without regard to public service, unprofitable features of the serv- 
ice would have to be eliminated. 

5. That the business use of the mail service was invited by legis- 
lation and Government policy; that this invitation was extended be- 
cause such business use increased the service value to the American 
public. 

6. That the actual costs of various classifications and services can- 
not be allocated to what is commercial service and what is public 
service. 

7. That I consider that the rate increase policy which has been 
going on for the past several years is “pennywise and pound 
foolish.” 

8. That the Congress should never relinquish to any department, 
agency, or commission the power to fix postal rates and conditions 
of mailing, and that this is in effect a delegation of the power of 
taxation. 

The CuHarrmMan. Thank you, Mr. George. I believe that there are 
just two other witnesses remaining. They are Mr. Maginnis and 
Mr. Gray, and we will hear these witnesses this afternoon. We will 
hear Mr. Maginnis this afternoon, and also Mr. Gray, secondly. 

(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m., of 
the same day.) 

AFTERNOON SESSION 


The CuairmMan. The committee will be in order. 

Before we hear from the next witness, Mr. Maginnis, I would like 
to announce the appointment of the subcommittee on a bill which 
is a private bill for the relief of the widow of a former United States 
attorney, H. R. 4124. 

Mr. Dowdy is chairman, and Mr. Alexander and Mr. Gross are the 
other members. 

We will now hear from Mr. Maginnis. 


STATEMENT OF HARRY J. MAGINNIS, EXECUTIVE MANAGER, 
ASSOCIATED THIRD CLASS MAIL USERS 


Mr. Macrnnis. Mr. Chairman and members of the committee, I 
am Harry J. Maginnis, executive manager of Associated Third Class 
Mail Users, located at 1406 G Street NW., Washington, D. C. The 
association consists of approximately 400 members who either use 
third-class mail in their business, or who supply users of third-class 
mail. 

As committee members are aware, H. R. 9228 provides for in- 
creases in third-class rates. Jf enacted, the users of third-class mail 
would be called upon to pay an additional $77 million in postage. 
That is a large sum of money. We believe that the $272 million 
third-class mail users now pay annually in postage fees is more than 
adequate. We oppose, therefore, the enactment of H. R. 9228. 
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Now, this opposition will come as no surprise. This is the week for 
hearing opponents. Yet, it is not enough simply to say we are opposed. 
You have a right to expect convincing arguments from the opposition 
witnesses. If you will bear with me, I believe I have some to make. 

A great industry is depending to a large degree on what I say here 
today, and how you react to the evidence presented. We believe we 
are correct in our convictions. We believe that the Postmaster Gen- 
eral’s proposal is both inequitable and fraught with danger. 

I have sat through most of the testimony so far. I have viewed 
carefully the testimony of Mr. Summerfield and his aids. I am not 
unmindful that they have presented what appears on the surface to 
be a good case for H. R. 9228. Nevertheless, Mr. Summertield has 
advanced claims which simply are not correct. Moreover, he has 
failed to present data which must be placed on the table for all to see 
before this committee can decide whether or not the adoption of H. R. 
9228 is the wise course to follow. 

Before getting into the case for third-class mail, I should like to 
point out some of the gaping holes in the Department’s case and then 
place in the record some important facts which have not yet been 
advanced. 

The Postmaster General opened his case by repeating the statement 
he has so often made that postal deficits in the past 10 years total 
$4,600 million. He sought to dramatize this figure by charts which 
showed how many destroyers, how many miles of road, how many 
libraries, how many schools, et cetera, could be constructed with that 
amount of money. 

That kind of testimony affects not only congressional, but public 
opinion as well. But is the portrait pointe by the Postmaster General 
an accurate one? Isay “No.” Mr. Summerfield failed to explain that 
there are many purely public service items contained in the $4.6 
billion figure. Without such a listing, the picture is grotesquely dis- 
torted. 

What are the facts? Members of this committee know that for 8 
of the 10 years referred to, there is contained in the $4.6 billion figure 
an airmail subsidy of about $80 million annually, and the frank and 
peey mail items of about $36 million annually. These, happily, 
xave been transferred to other agencies of Government. 

What else is included in the $4.6 billion figure? Well, there’s the 
“small” item of the congressionally approved second-class subsidy of 
approximately $200 million annually. That comes to $2 billion in 
a 10-year period. 

What else We have the admission of Department witnesses that 
there are free items in the deficit. I happen to believe their cost is 
greater than the $30 million figure announced by Department wit- 
nesses, but for the sake of argument, let us just suppose that the De- 
partment’s figure is correct. The total for 10 years would be $300 
million. 

There was one item that I neglected to put in here when preparing 
my testimony, but Department charts show that special services lost 
$50 million in the 10-year period covered by Mr. Summertfield’s chart. 

I believe it would be fair to include some other items. We may dis- 
agree regarding some of them, but I, for one, believe they should be in- 
cluded. I remember vividly the discussion here when it was proposed 
to raise post and postal cards from 1 cent to 2 cents. 
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The testimony of Postmaster General Donaldson was that it cost 
the Department 2.8 cents to handle a first-class card. ‘These cards have 
never paid their way. They do not now. The cost of handling each 
card at present is close to 3.3 cents. And if Mr. Stans’ program of 
differential pricing is valid, the price of each card should be 4 cents. 

Now, I am not objecting to providing to the public for 2 cents a card 
which it costs between 3 cents and 4 cents to handle. If the Congress 
desires to create that kind of subsidy for users of post and postal cards, 
I am all for it, but I think the public is entitled to know just what the 
10-year loss on the handling of these cards has been, and what future 
losses will be. 

I do know that the present volume of such cards is about 3,300 
million. If the loss on each of them is 1.3 cents, we are forced to 
admit that the users of postcards are now subsidized to the tune of 
$35,800,000 annually. 

While we are on the postcard item, it is interesting to note that their 
volume in fiscal 1950 was 4,400 million. The rate then was 1 cent. 
In 1955, at the 2-cent rate, the volume was only 3,300 million. This 25 
percent reduction in volume should raise a few eyebrows. If I am not 
mistaken, the Department’s estimate of $406 million additional revenue 
from rate increases via H. R. 9228 is based on the assumption that total 
mail volume will remain constant. That is far from being a realistic 
concept and should be examined by the committee. 

Later on, when I get into the discussion of the question whether 
or not the post office is a business or a service, I will comment on the 
Department’s own admission that the cost of not handling parcels of a 
certain weight and size is $73 million annually. 

I don’t want to get into the argument whether or not the post office 
competes with the Railway Express Agency, but the very existence 
of Public Law 199 proves better than any other fact that the post 
office cannot be operated as a business. You can imagine what the 
response of the president of Republic Steel, when he was here, would 
he had he been asked: “Do you refuse to manufacture steel beams be- 
cause Bethlehem Steel says it is producing the same item?” 

The gentleman from Pennsylvania, Mr. Corbett, interrogated the 
representatives of the Rural Letter Carriers Association when they 
appeared here as witnesses. He was trying to develop the fact that 
rural free delivery doesn’t pay its way. I font believe that this par- 
ticular service begins to approach the break-even point, or that it 
was ever intended to operate at a profit. 

We have testimony from the Senate side that R. F. D. suffers an 
annual Joss of $150 million. Here, again, there probably will be dis- 
agreement. Nevertheless, the committee should try to develop the 
facts on this particular item for if, as I believe, such a large sum is 
spent in a purely public-service venture, the users of the mail should 
not be called upon to pick up the tab. 

It will be apparent, therefore, from the data I have presented, that 
Mr. Summerfield’s figure of $4.6 billion is suspect. When the facts 
are placed on the table, his charts are not so dramatic. 

e total of the items that we can even agree on are $3.5 billion. 
The regrettable outcome of stressing the staggering figure of $4.6 bil- 
lion is the fostering of the suspicion among our people that somehow 
or other the Congress has been derelict in its duty. Nothing could be 
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further from the truth. The Congress has acted very wisely in its 
constitutionally authorized handling of postal policy. <A lot of credit 
is due this committee for proceeding as carefully and judiciously as 
it has on rate matters. 

Public opinion is what the press chooses to make it. The witnesses 
from various newspapers who appeared here on behalf of the bill were 
able in only a few instances to answer intelligently the questions of 
committee members. As Mr. Dowdy pointed out, one editorial writer 
was so out of touch with postal problems that he still is asserting that 
franked and penalty mail are part of the postal deficit. | 

Counsel for the Washington newspapers endorsed the bill, but was 
unable to answer Mr. Moss’ question as to whether the News, Post, 
and Star were really willing that second-class be charged the total of 
its allocated costs. It is all right to endorse a policy of “paying your 
way,” but the newspapers have a duty to inform the public that this 
would require a 500 percent boost in second-class rates and result in 
the destruction of our free press. 

While I am on this point of slanted editorials, I would like to give 
a little credit where credit is due; namely, to this committee. Mr. 
Cederberg inserted in the Congressional Record on March 12 an edi- 
torial from the Flint, Mich., Daily Journal. The editor of that 
journal appeared here as a witness on Friday. It contains this state- 
ment: 

The Post Office Department’s deficit for the fiscal year 1952 was an astronomical 
$727 million. Changes instituted by Mr. Summerfield after he became Post- 
master General on January 20, 1953, reduced that deficit to $362,700,000. 

This is a statement that has often been made. If believed, it places 
a mantle of efficiency on Mr. Summerfield and deprives this committee 
and the Congress of its just desserts. What are the facts regarding 
this significant drop in the deficit ? 

By action of the Congress, franked and penalty mail totaling $36.4 
million annually was transferred to other Government agencies, as 
was the $70.3 million annual airmail subsidy. In addition, the Con- 
gress raised rates just prior to Mr. Summerfield’s tenure. These 
raises, coupled with the raises on parcel post granted by virtue of a 
Boe filed by the previous Postmaster General, totaled $272 mil- 

ion, or a grand total reduction in the deficit of $379 million. 

No wonder the Postmaster General can show that his deficit was 
substantially reduced. But let no one misunderstand. It was the 
Congress of the United States that accomplished the feat. 

Let us examine another claim of the Department. In executive ses- 
sion some weeks ago, Mr. Summerfield presented to the members of 
this committee an expensive-looking booklet which contained pictures 
and text. In it he says that third-class postage is “essentially the same 
today as in 1932.” 

That statement has been repeated by other witnesses. It is not a 
factual assertion. It denies that this committee has had legislation 
enacted increasing postal rates. 

The minimum piece-rate on bulk mail was raised from 1 cent to 114 
cents in the last rate bill, enacted in 1952. The rate, it so happens, 
went into effect on July 1, 1953. Eighty percent of third-class mail 
is sent under bulk permit. Since the present volume is about 16 bil- 
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lion pieces annually, that means that bulk permit holders today are 
paying about $64 million more annually than they did 3 years ago. 

If that is not a substantial increase, I will cease and desist. That 
is more than the total receipts from second-class mail. So we can 
throw that claim out the window. 

In his testimony last week, the Postmaster General used the common 
law pleading device known as the “anticipatory replication.” He 
sought to anticipate the claims of opposition witnesses and to answer 
them in advance. At one point he states: 

The importance of identifying and providing reimbursement for so-called 
public welfare services is further emphasized by the misapplication of this term 
by opponents of rate increases. In seeking to adapt the public-welfare concept 
to their own ends, they allege that no private business could operate so many 
units and offer such broad services as does the post office and still break even. 
They reason from this that smaller post offices and rural routes are operated in 
the public welfare and that the costs should be paid by the taxpayer. This is 
specious reasoning. 

I think Mr. Summerfield’s claim of specious reasoning is worth a 
few paragraphs. I suspect—and I am sorry to see that Mr. Moss is 
not here—that Mr. Moss will, as he has other witnesses, interrogate 
me on this phase of the postal problem. 

Before stating my facts on this Public Service versus Business issue, 
I shall first suggest a conclusion. It is this: “Whenever the Post Office 
Department breaks even, somebody is being charged too much postage.” 

One gathers the impression from these hearings that certain mem- 
bers do not feel that first-class rates should be increased. We all 
know that Mr. Moss is of a mind—and I agree with him—to find out 
once and for all what the true deficit is and then go about hiking rates 
on the various categories to make up that true deficit. He is on sound 
ground. 

I do not know the answer regarding first class, but I have some sus- 
picions regarding that category. I believe these suspicions warrant 
careful study. 

It is not sufficient to ask “Everything else has gone up in price; 
why not first-class mail?” Is it not possible that first-class mail since 
1932 has been paying more than enough; that only now it is begin- 
ning to reach the break-even point? Mr. Alexander, at one point, 
asked what the cost of handling the average first-class letter was. 

Mr. Stans responded by stating 3.3 cents. Unfortunately, no one 
went the one step further necessary to get the real fact established. 
Some might well have asked what the revenue is from the average 
first-class piece of mail. The last I heard it was 3.6 cents. 

And why is this so? The answer is fairly simple. When one mails 
a 11% ounce letter, it costs 6 cents; a 214 ounce letter costs 9 cents, and 
so on up the scale. I believe I emphasized this fact in my testimony 
of 3 years ago. In substance, the mailer of a letter weighing more 
than 1 ounce is charged an unconscionable fee. Postmaster General 
Donaldson used to gloat over the heavy first-class pieces he had to 
handle. He admitted that this business was pure gravy. 

If $406 million is raised through this bill, the deficit will be but $94 
million. Since all of the free services and subsidized services I have 
listed total well over $300 million, the users of first class will be pick- 
ing up the tab for the others. 
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And therein lies the paradox. Mr. Summerfield does not want a 
bill without a 4-cent first-class rate. Yet, it is the only place where 
he can get substantial revenues. Certainly the $17 million sought 
from second class is not going to dent his deficit very much. 

I may be flying in the face of public opinion, but it seems as certain 
to me that, as the night follows day, the Post Office Department, like 
all other agencies of Government, is going to have to operate at a 
deficit. 

I have prepared for the information of the committee a chart which 
shows the deficits incurred by other agencies of Government. I refer 
you to the pink chart on the back, gentlemen. You might tear them 
off and you will get a better view of it. 

(The chart referred to follows:) 


COMPARISON OF US: POST OFFICE 
RECEIPTS WITH THOSE OF OTHER 
MAJOR FEDERAL AGENCIES 


Current Fiscal Year 
( Millions of Dollars ) 


+» Gross Budget 
Expenditures 


eal Applicable Receipts of 
Public Enterprise 


* |nterest on the public debt and refunds omitted. 
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Mr. Maernnis. You will note that the Post Office Department, the 
agency of the Government closest to the people, and probably doing 
more good than all the others, is the only one approaching the break- 
even point. Yet these agencies do charge fees of a sort. 

If, for instance, all of us who are not ‘Inventors wished to complain, 
we would take a dim view of the insignificant fee charged inventors 
for filmg patents. In like vein, those who avoid litigation would 
coppers the filing fee of $15 which permits a plaintiff the use of a 

$100,000 Federal courtroom, a 12-man jury, a bailiff, a U nited States 
marshal, a $25,000 judge, and all the trimmings of a Federal case. 

I would like to submit at this time a study of free services performed 
for the American people by various Government agencies. It is a 
hefty document prepared by the Legislative Reference Service of the 
Library of Congress. U nfortunately, it is 39 pages in length. It is 
an official document, including every agency of Government, indicat- 
ing where a fee is charged or where a fee is not charged. It is 39 
pages, as I say, and it refers to all departments of Government, so 
let no one misunderstand about fees being charged by other Govern- 
ment agencies. 

Other agencies just don’t happen to approach the break-even point 
as the post office does. Without knowing why, we use the term 
“appropriation” when referring to other Government agencies. Only 
in the case of the post office do we use the evil-sounding term “deficit.” 

Congressman Taber was asked whether or not he knew of any busi- 
ness which operated so many outlets as the Post Office Department. 
He responded by stating that all large businesses had to operate profit- 
less units, taking the bitter with the better. 

Let us examine that statement. The largest coe in Amer- 

‘a is General Motors. They sell a lot of cars every ye Can any 
member of this committee tell me where they keep open a service unit 
in the remote areas of America where : a profit cannot be realized? I 
seem to recall testimony in 1953, 3 years ago, pointing out that the 
corporation with the most outlets was A. & P. stores. They had but 
4,300 units, 

I might point out also that Western Union can only get you tele- 
grams to about 8,000 places in America. I have read sore history of 
the post office. The colonial postmaster at Philadelphia was Benja- 
min Franklin. The British Crown had operated it for some time, 
charging fees so high that very few people could take advantage of 
the service. Franklin had a different concept—more volume and 
lower fees. 

A few days ago, Senator Dirksen appeared before this committee. 
He sought to prove that history supports the Postmaster General’s 
request ‘that the Post Office Department be run as a business. Unfor- 
tunately, the Senator’s story was not complete. 

It is true that the Congress, in establishing the post office in the act 
of February 20, 1792, provided that the Postmaster General was au- 
thorized to carry the mail, and that— 

He shall defray the expense thereof, together with all other expenses arising 
cn the collection and management of the revenues or their operation. 

However, modifications of this balanced-budget theory were enacted 
into law starting in 1797, just 5 years after the initial pronouncement. 
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In 1814 further restraints were removed and Congress exempted from 
the self-supporting requirement “all post roads necessary to furnish 
mail communication to country towns which have no mae 

In 1822 President Monroe told the Congress in a message that “post 
offices were made for the country and not the country for them.” In 

1836 Congress sidestepped the question of budget balancing by simply 
providing that all postal receipts should be paid to the Treasury and 
the Congress should appropriate to cover its expenses. 

Finally, in 1844—and I think this is the last time a policy decision 
was made—Congress met the issue squarely and appointed a United 
States Postal Commission to report to the Congress as to the real 
purpose and value of the postal service. 

I should like to quote a paragraph from this report: 

The United States postal service was created to render the citizen worthy, by 
proper knowledge and enlightenment, of his important privileges as a sovereign 
constituent of his Government; to diffuse enlightenment and social improvement 
and national fellowship; elevating our people in the scale of civilization and 
bringing them together in patriotic affection. 

Nowhere is there an indication that this is a business establishment. 
Less than a year after the report had been made, Congress enacted 
substantial rate reductions, despite the current postal deficit. The 
wisdom of this move was dramatized by the greatest percentage volume 
gain in postal history. 

Over the years Postmasters General have been troubled by the issue 
of service versus business. The present Postmaster General is prob- 
ably unequaled in his devotion to the business principle. Exposure 
to the actual management of the postal establishment in the past has 
generally been sufficient to convert any businessman to the theory that 
the primary purpose of the Post Office was to serve the people. 

It is an interesting history, the story of the postal service, but in 
essence the Founding Fathers and their successors considered it a tool 
with which to tie together a vast nation, to spread information, to 
educate, and to permit the transaction of business. That goal has 
not changed. 

A great many of our people are still located in the lonely reaches 
of this broad land. I have seen some of the clerks’ and postmasters’ 
journals which carried pictures of remotely located post offices. Mail 
was gotten in by dog sled, kayak, helicopter, and horse. I know of 
no citizen who complains about this necessary but costly service. We 

cannot all be residents of cities, although some of us who are, yearn 
in the lonely spot. 

This committee has heard the president of the Burroughs Corp. and 
the president of Republic Steet. How many service units do they 
have in these isolated areas? There seems little sense arguing the 
point. I am convinced that the Department operates rural routes, 
second-, third-, and fourth-class offices which no profit-minded busi- 
nessman would keep open for a day. 

I suppose the second-class representatives will present their own 

case at these hearings. I hesitate saying a word on their behalf, but 
I share a view held by many people that the low rates established for 
second-class material have had a most salutary effect in the develop- 
ment of the Republic. 

For good, sound reasons, the Congress has provided subsidies in 
many areas. To mention only a few—merchant marine, farm, airline, 
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and railroad. On the Senate floor a few days ago, two Senators, who, 
it seemed to me, were the most unlikely to take such a stand, expr ressed 
approval of the second-class subsidy—Senators Humphrey and Morse, 

[ should add, of course, that they expressed the wish that certain 
newspapers and magazines would not chastise, in editorials, those 
who happened to favor rigid farm price supports. That is a dilemma 
the publishers face, but it does not detract from the validity of the 
policy which permits the distribution of the printed word to all Ameri- 

‘ans at low postage rates. 

It will be said that the Department is not seeking to overload the 
publishers. Only $17 million is sought, they say. If I understand the 
figures, that leaves a deficit in second class of about $230 million. Who 
is to pick up the check for that amount? The first-class users of the 
mail? Third-class users? I know of no logical reason why that 
should be so. 

As surely as county agents’ salaries are paid for out of general tax- 
ation, and not by an assessment or fee placed on the farmer, so should 
the second-class subsidy be paid. 

Let’s earmark the second-class mail deficit as a subsidy and remove 
it from the postal deficit. The Congress cannot legislate intelligently 
on a postal rate bill until all subsidies have been “acknowle iged and 
the true deficit determined. 

On this public service question, I have mentioned my belief that 
the rural delivery service is far from paying its way. I suppose this is 
a touchy subject, but from the best information I can get, the demand 
for rural carrier positions is very great. Now, there must be a reason 
for this. 

I am told they are well paid and that the hours worked by many 
rural carriers are extremely short, sometimes as little as 5 hours a 
day. Iam not charging that this is so, but I would like some member 
of this committee to develop the facts. If I am wrong, I am open to 
conviction. But if I am right, the fact reinforces my point that the 
Department cannot be run as a business. 

I might say that since I developed this testimony, I was given the 
thought about rural routes and everybody seems to agree that post- 
masters want to become rural carriers, clerks inside the Department 
want to be rural carriers; everybody in general wants to be a rural 
carrier. 

It occurred to me, as a lawyer, there must be some reason for that, 
and, of course, the reason was, as Mr. Corbett developed, they get 
paid $4,100 a year and they get 9 cents a mile, which permits them 
to have a new car every year, and when they are off work at 12 o’clock, 
they compete with the farmer in many instances, running truck farms. 

The Cuamman. Do you think 9 cents a mile for the use of the car 
is too much, considering the many stops they have to make along the 
route? 

Mr. Maatnnis. I don’t say it is too much. 

The CHamman. You are here attacking the rural carriers and 
saying that they are being overpaid. 

Mr. Maernnis. I am going to suggest what I have in mind, sir. 
The figures, from what I understood they are paid, are 9 cents a mile. 

The Cuaiman. Let’s stay in your own field, and not be assailing 
the rural carriers. 
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Mr. Maernnis. The point I wish to make is this: That they get 
9 cents a mile and they get $4,100 a year. I am not attacking the rural 
carriers, but I am saying this: There is a great demand for the jobs. 
In the star route system, as I understand it, the Government does 
operate in a businesslike way and they seek contracts for star routes. 

They will tell you, “We want you to cover 50 places,” the Jones 
Ranch, and so forth, and they get the lowest bid and they take it. It 
seems to me that in the rural free delivery system we might operate 
a similar contract system and let people bid for the particular routes, 
and we might find that some people might take a particular route for 
$2.000 and be very happy to have it. 

Mr. Rees. Are you advocating that ? 

Mr. Mactinnis. I am advocating that some study be given to it, 
because I believe myself that no business would run this rural free 
delivery system. 

Mr. Rers. Are you advocating that we contract rural carriers’ 
jobs out? Ts that what you are advocating? 

Mr. Macrynis. If I haven't made it clear, I will restate my answer. 

Mr. Rees. Oh, yes, I have it all right. 

Mr. Maarynis. I am not advocating it. I am advocating study of 
it, because I, as a citizen, believe that we can make some savings there. 
I am not sure about it. 

Mr. Rers. You don’t know what you are talking about when you 
are getting into rural carriers, do you? 

Mr. Maarnnis. May I call upon a witness? 

Mr. Rees. No, you go ahead and testify. I just want to find out 
how much you know about the rural carrier business. 

The Cuamman. Have you ever lived on a rural route? 

Mr. Maarnnis. Yes, sir. 

The Cratrman. How long ago? 

Mr. Maernnis. My brother is on a rural route. 

The Cuamman. I am talking about you. 

Mr. Maeornnis. Oh, no. I was there, sir. 

The CuamrMan. I asked if you lived on a rural route. 

Mr. Maarnnis. No, sir. 

The CuatrmMan. You don’t know anything about the service of 
rural carriers, then. 

Mr. Maerynis. I should like to read into the record at this point 
a very short paragraph. This is by a Republican executive com- 
mitteeman from Clarence Brown’s district in Marysville, Ohio, C. B. 
Mills. 


He states this in a letter to Mr. Bledsoe. of the National Rural 
Letter Carriers: 


What irritates me most is the fact that I know of no position as much sought 
after around here as that of rural mail carriers. I happen to be a member of 
the Republican executive committee. 

We are being hounded constantly by either present inside employees of the 
Post Office or just local persons in general who clamor for every vacancy that 
occurs in the rural mail carrier classification. These rural carriers report at 
8 o'clock or approximately that, and are through by noon. 

Now, it appears they don’t even want to deliver the mail. 


I might say that the letter was brought up by the fact that the 
Rural Letter Carrier publication attacked third-class mail in a some- 
what vicious manner, and irritated Mr. Mills who is a businessman. 
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The Cuairman. Who sent you that letter ? 

Mr. Macrnnis. Mr. Mills. He sent me a copy of it. We wrote it 
to Mr. Bledsoe. 

The CuHairman. Who is Mr. Mills? 

Mr. Maainnis. The president of the O. M. Scott & Sons Co., Marys- 
ville, Ohio. 

The Cuarrman. Large users of third-class mail, are they ? 

Mr. Maaeinnis. Oh, yes; yes, sir. In that connection in answering 
your point, since you asked it, in writing to Mr. Bledsoe, he said: 

Third-class mail carries to the farmers of America probably as vital infor- 
mation as they receive through any other channel. We, for example, have on 
our mailing list nearly 2144 million homeowners who look forward to receiving 
our Jasblication Lawn Care with as much anticipation as a small boy opening 
his Christmas packages. 

I am sure we are not alone in this category. 

Mr. JOHANSEN. Are you aware that every time there is a rural car- 
rier vacancy, there is study made by the Post Office Department as 
to whether, by a consolidation, it will be possible to avoid filling that 
vacancy, in order to increase the hours of work and the productivity ? 

Mr. Maarnnis. I had heard that to be true, and I believe it to be 
true, but it doesn’t negate the point that I made, that all routes are 
worth $4,100 a year. 

The Cuarrman. All routes don’t pay that much. You are evidently 
not familiar with the scale of pay for rural carriers. It is graduated 
according to the length of the route. They are paid so much per mile. 

Mr. Macrinnis. My understanding, Mr. Murray, was that they 
get 9 cents per mile for traveling down the road. 

The Cuarrman. That is not part of the salary. 

Mr. Maarnnis. I agree. 

The Cuarrman. That is for their automobile use, and gasoline, tires, 
and so forth. I am talking about the pay, which has nothing to do 
with that mileage allowance; it is based on the length of the route. 

Mr. Macrnnis. I understand that the starting salary for all rural 
carriers is the same. They work up in longevity but they are all 
equal. 

Am I correct in that, sir? 

The Cuairman. That is news tome. You may know more about it 
than I do. 

Mr. Macinnis. I may be wrong. I am just throwing it out because 
I would like to see a little more business principle injected into this 
thing. 

The Cuairman. If you don’t know any more about this other sub- 
ject that you do about this one, I pity you. 

Mr. Macrynis. Another witness appeared here, Congressman Gary 
of Virginia. I should like to read into the record an answer he got 
from Assistant Postmaster General Abrams regarding the closing 
down of unneeded post offices. Mr. Abrams stated: 

We have closed 3,048 post offices. I can say without fear of contradiction that 
if I had closed all of those which were recommended for closing there would 
have been probably over 5,000 closed. There have been many we have not closed. 
Many of those were continued on the basis of complaints of the people of the 
community. That is the type of appeal which has been used very effectively. 

It will be obvious that the Department is subject to pressures which 


prevents it from acting in a fully businesslike way. I remember 
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another occasion last year when it was decided to keep a profitless post 
oflice open on the appealing ground that the former great ballplayer 
Cy Young got his mail there. 

No steely-eyed chairman of a corporate board ever decides issues 
for such reasons. I am sure the hard-pressed small-business man is 
never moved by this kind of appeal. 

Getting, finally, to the case for third class, and why I do not think 
the rate should be increased, first off, let me say that the rate structure 
for various third-class items is somewhat confusing to the uninitiated. 
There is an individual piece rate present of 2 cents for the first 2 
ounces, .1 cent for each additional ounce. This kind of letter can be 
dropped in the corner mailbox, unsealed. It may not carry any per- 
sonal message. It is subject to inspection and it is handled by clerks 
only after first- and second-class mail are out of the way. 

Here, again, we have a paradox in public opinion. This particular 
rate emphasizes my point. It has been claimed that few people care 
about or read third-class mail. Yet, half the Christmas cards sent by 
Americans through the postal service go out under this third-class 
rate. The Department never makes cost ascertainment studies at 
Christmastime, but we have the word of the greeting-card manufac- 
turers that 1 billion Christmas cards—1 billion—go at the 2-cent 
third-class rate. 

In a way, this is Congress’ Christmas present to the American peo- 
ple because the only time the principle of deferred service for third- 
class mail cannot operate is during the Christmas rush. It matters 
not, if you place a 2-cent or a 3-cent stamp on your Christmas card. 
It will get the same attention by postal clerks. The greatest confusion 
would exist if clerks had to separate such cards into first and third 
class. 

So, as I say, Christmas-card senders are the recipients of a $10 
million gift at Christmastime. 

You might ask, “Is this not true of business third-class mail?” 
The answer is “No.” From Thanksgiving through Christmas, the 
business users of third-class mail get out of the postal service. It is 
the one time of the year that they cannot get readership. People are 
just too concerned with other things at Yuletide. 

Next there comes the pound rate. On books and catalogs the bulk 
rate is 10 cents a pound. The weight limit is 8 ounces. An 8-ounce 
catalog is charged half of 10 cents, or 5 cents. This particular rate 
has not been changed since 1949. H. R. 9228 proposes to increase 
this rate from 10 cents to 12 cents, or a hike of 20 percent. 

Then there is a 14-cents-a-pound rate. This applies to heavy pieces 
of advertising material other than books and catalogs. An 8-ounce 
piece ischarged 7 cents. It is proposed to increase this rate to 16 cents. 
I might say that about 5 years ago, this rate was raised from 12 cents 
to 14 cents. 

There is a minimum piece rate of 1 cent on nonprofit mail sent out 
by certain charitable, educational, fraternal, religious, and veterans’ 
organizations. Until the last rate act, both profit and nonprofit or- 
ganizations paid the same rate of 1 cent. When the business rate was 
increased 50 percent, to 114 cent, the nonprofit rate remained at 1 cent. 

H. R. 9228 does not propose to change the nonprofit rate. I assume 
the deficit incurred on this type of mail is charged to all third-class 
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bulk mail. That, of course, should not be done. The cost-ascertain- 
ment figures give no clue as to the volume of such mail. The fact 
should be developed by this committee. 

We come now to the rate in which my membership has the most in- 
terest—the minimum piece bulk rate on letter mail. As I indicated 

earlier, this rate was hiked just 3 years ago from 1 cent to 114 cents, 
or a boost of 50 percent. The present bill proposes to m: ake the in- 
crease 100 percent over the original figure, or a minimum piece rate of 
2 cents. 

The largest volume of third-class mail falls within this category—62 
percent, I believe. 

There are several misconc eptions regarding this category of mail 
which I should like to clear up here « and now. Before any mailer can 
qualify for 114-cent rate, he must purchase a bulk permit at a cost of 
$10. The present bill proposes to increase the permit fee to $20. 

After he purchases the bulk permit, the mailer must perform cer- 
tain manual handlings of third-class mail which, in the case of first- 
class, the Department performs. Mr. Broyhill sought this particular 
information from one of the postmasters here the other di Ly. 

These manual handlings are as follows: The mailer must sort the 
mail into State and city bundles, he must face the letters on either 
side of the bundle, he must tie the bundles, he must use printed indicia 
or precanceled stamps, so that the post office is relieved of the cancel- 
ing burden, he must place it in mailbags and delivered it right to the 
post office where no handling is required save to put the sacks on the 
next outgoing train. 

Now, it will be obvious to all that if the mailer undertakes to do 
these expensive manual handlings, the cost to the Department is go- 
ing to be much less for bulk third-class than it is for first-class m: ail. 
The fact that this is so knocks into a cocked hat the claim that third 
class should bear 98 percent of its allocated cost, and casts serious doubt 
on the fairness of a 75-percent formula, particularly when a substan- 
tial percentage of the total amount of mail is going at the nonprofit rate 
of 1 cent. 

If the Congress were to apply the 98-percent formula, the proper 

rate would be the same as that for first class. Congressman Harrison, 
of Virginia, in his bill, H. R. 8801, has proposed that this very thing 
be done; namely, the charging of first-class rates for third-class mail. 

Imagine, if you can, what would happen to the postal establishment 
if direct-mail advertisers were forced to pay first-class rates and 
dumped into corner mailboxes 12 or more billion pieces of unsorted, 
untied, uncanceled, unfaced pieces of mail. We once estimated that 
if you ‘multiplied the 12 billion pieces by the 7 manual handlings and 
required the Department to do the job, 50,000 new clerks would be 
needéd to process the mail. 

But it isn’t only the fact that the mailer performs so many manual 
handlings of third-class mail which warrants the lower rate. There is 
another economic principle involved. It is a principle used by busi- 
ness after business. The principle was valid when third-class mail 

was created, It is just as valid today. 

I have reproduced a chart—another chart in back, the green one— 
by the Washington postmaster which shows the volume, hour by hour, 
in a typical post office. You will notice that the greatest rush of mail 
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comes at about. 5 or 6 p.m. This is so because businesses hold their 

mail until day’s end and drop it in the mailbox at the late afternoon 

hour. This situation has plagued the Department for some time. 

Anyone who can devise a system to achieve an even flow of mail at 

all hours will have his name carved on some enduring monument. 
(The chart referred to is as follows :) 


UNITED STATES Post OFFICE 
WASHINGTON 13, D. C. 
For EARLY DELIVERY—MAIL EARLY Every Day 


This graph shows the comparative volume of collection mail received each 
hour at an average post office during a business day. 


Thousands 
Of Pieces 


11AM 12N 1PM 2PM 3PM 4PM. 5PM 6PM 7PM 8PM 9PM 10PM 


It will be noted that during the early evening the greatest volume of collection 
mail is received at the post office; at times this causes a congestion during ‘the 
peak period. 

In the interest of expediting your mail, it is recommended that you mail early 
in the day, all mail that your office has available for deposit at the post office. 

Advantages of mailing early in the day are: 

1. There is ample equipment available to take care of distribution of 
mail as soon as it is received. 

2. There is a sufficient number of qualified personnel on duty to promptly 
distribute your mail upon receipt, and no backlog occurs as it sometimes does 
during the evening peak period. 

3. Connections can be made with earlier trains and planes, which assures 
more prompt delivery of your mail. 

Mail early and often!! Mail early and often!! Mail early and often!! 

Very truly yours, 

Roy M. NortH, Postmaster. 

Mr. Macinnis. Committee members might well ask: “How do we 


keep these valuable clerks profitably occupied during slack periods? 
Their wages go on. They are there, willing to work.” It was just 
that kind of question which prompted the inauguration of third-class 


mail—a fill-in mail to be handled during slack periods. 
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Mr. Stans, in his testimony, put the problem this way : 


The same pricing principle explains why night letters are cheaper than day 
telegrams, and why crushed rock is transported by the railroads at lower rates 
than machinery. 

I am glad Mr. Stans used the night-day telegram analogy. Mem- 
bers of this committee will be interested to learn that the c ‘harge for 
a 50- word telegram at straight rates from Washington to San ‘Fran- 
cisco 1s $3.45. ~The same 50 words at night, which received deferred 
service, cost only $1.30. It makes our 114-cent rate look very favor- 
able in relation to the 3-cent first-class rate. The only difference— 
and a significant one—is that the mailer himself does a lot of the work. 

It was Mr. Moss, in 1953, who mentioned that gas rates are con- 
tracted for at prices based on peak and nonpeak periods. Here, 
again, we have a good analogy. 

Why is it that movie house owners ch: arge less for admission in the 
afternoon than at night? Their overhead for both periods is the 
same. Again, we have the simple answer: It is better . attract some 
customers than none at all during slack periods. 

So, too, we find the National Theater here in Washington charging 
$5.50 for orchestra seats for a musical and $2.20 for the second 
balcony. 

There is a reverse to this principle often used by barbers. Barbers 
are flooded with adult customers on Saturday afternoons and evenings. 
At these times they do not want to handle the youngsters. Accord- 
ingly, they raise the price for minors during Saturdays. The children 
have plenty of time to come in during the week when the barber is 
begging for customers. 

What has been the result of Congress’ creating the third-class cate- 
gory of mail? One would never know it from the constant attacks 
made on third-class mail, but this single decision by a wise Congress 
has had such favorable effects that today direct-mail advertising 
stands as the second largest advertising medium in the United States, 
accounting for the sale of goods and services well beyond $15 billion. 

Yes, members of the committee, I said $15 billion. Just kick that 
figure around a little bit. Compare it with the total production of oil 
in the United States which, last year, amounted to $514 billion. 

I remember 2 or 3 years ago visiting the Commerce Department with 
a friend. One of the division heads there was curious about direct 
mail. When I mentioned that our postage bill alone was $250 million 
annually, and that the mailers spent well over $114 billion just creat- 
ing their advertising material, the Government employee Was as- 
tounded. He said, “W hy we have no figures in the Commerce Depart 
ment about this industry. Get something over to us.” We did. 

It seems to me that this committee would perform a real service if it 
would invite the comments of the Commerce De ‘partment regarding 
this legislation. Since all testimony shows that 75 percent of the Post 
Office De »partment’ s revenue comes from businessmen, the Commerce 
Department’s advice should be sought. 

There are those who sneer at advertising, those who believe that 
there is too much of it. I can make one comment in that regard, and 
it is this: In America we can produce as much as we want of every- 
thing, but it is not going to do us much good if we can’t prompt the 
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public to buy it. We are all familiar with the plight of the Chrysler 
Crop. just 2 short years ago. General Motors and Ford were gobbling 
up most of the car market. Chrysler retooled, restyled its cars. They 
went on an all-out advertising campaign. As a result, Chrysler is 
solidly back in the ranks of major automobile products. 

I do not want to leave the impression that direct mail did the whole 
job. The colored ads in magazines; newspaper, radio, and television 
advertising did the major part. 

I might say I read in the Wall Street Journal yesterday that Stude- 
baker lost $27 million last year, and I think that is a tragic develop- 
ment. 

Well, you will ask, if everybody is so successful, why not a rate 
increase? There is the issue. ‘There is the great responsibility. 
Therein lies the need for careful judgment. How delicate is the 
balance, you must ask. Third-class mail is unusual in another respect. 
You must ask how it affects small companies. 

Actually, as some of the witnesses have pointed out, as Mr. Lathem 
from Atlanta, Ga., pointed out, third-class mail is the tool of small 
business concerns in the main. Throughout America there are 230,000 
bulk permit holders. I have here, and I would like to submit for the 
record, some permit holders from the city of Lancaster, Pa. 

There are 1/6 permit holders in that town. Religious and fraternal 
organizations hold 36; manufacturers, 7; retail, 54: associations and 
civic groups, 31; service agencies and utilities, 24; wholesalers, 9; 
educational institutions, 4; publications and printing, 11. 

There will be a series of witnesses after me to tell you how this vital 
advertising, sales tool is used. I urge you to give them the closest 
attention. 

I don’t claim to be an expert witness as to how you use direct mail 
to sell anything. All I can say, as a lawyer, is that it sells an awful 
lot of stuff, and I think it is good to sell the products of American 
labor. 

In closing, I should like to say that you, the Congress, have created 
a great and important industry. Had the Congress of 1926 imposed 
a 2-cent rate instead of 1 cent, it might not have come into being. 
Wisdom prevailed, however, and the fruits of that congressional 
decision are evident. 

Because the fruits of congressional wisdom have been so abundant, 
I can sum up in a few words my views about that part of H. R. 9228 
which provides for the creation of an independent ratemaking com- 
mission. There is a line in Gilbert and Sullivan’s Mikado which re- 
fers to playing the game with elliptical balls and a spiral cue. 

If Congress should ever divest itself of its constitutional job of 
setting postal policy and the establishment of postal rates, that is 
how the game will be played. 

The Cuamman. Mr. Rees, any questions? 

Mr. Rees. I will defer for the time. 

The Cuatrman. Does anybody on the right have any questions? 
Mr. Broyhill? 

Mr. Brorutm.. Mr. Maginnis, I want to commend you on a very 
fine statement, and to point out that you have a somewhat uphill 
battle insofar as public relations are concerned. 

Mr. Macrnnis. That is right. 
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Mr. Broyyi. I am in the process, now, of tabulating about 20,000 
questionnaires that have been filled out by the people living in north- 
ern Virginia, in which I asked the question: “Do they favor an in- 
crease in postal rates?” 

The answer is overwhelmingly “yes.” All the answers have not 
been tabulated as yet, but throughout the questionnaires there are 
numerous notations. Instead of just yes and no, they go further and 
explain the reasons for their answers. 

While they are overwhelmingly in favor of it, they say “Stop the 
junk mail or charge it to the third-class mail,” so we find out often— 
I find it in speaking engagements, as Ww ell—that people are not advised 
as to the importance to the economy of the third-class mail and the 
fact that it is getting that processing, less service from the Post Office 
Department. 

I think that your suggestion that the Department of Commerce 
should be called upon to “testify is a very good one, because several 
other witnesses have pointed out the effect ‘the adjustment of postal 

rates would have on business and the economy of the country. 

I think that is a very excellent suggestion, Mr. C hairman, and I 
hope that we will get someone from the Department of Commerce 
down here to testify. 

The Cuarrman. I think Secretary Weeks will be here himself to 
testify on this. I hope it will satisfy Mr. Maginnis. 

Mr. Ceperserc. Mr. Chairman, I noticed the critical comments of 
the witness regarding the figures that the Postmaster General gave 
regarding the deficit since World War II of $4.6 billion. I think 
everyone realized, even before you pointed them out, that the airmail 
subsidies and the other subsidies were in here. 

Nevertheless, they were deficits. They were charged at that time. 
In addition to that, with respect to some of the other things that pos- 
sibly should be in the postal deficit and aren’t there, for instance, 
the depreciation on buildings, the pensions that are p: aid in the general 
fund for the postal workers, and so forth, if we were to put them 
in, that would have a direct effect upon the defic it, as well, wouldn’t it ? 

Mr. Maainnis. It was a long question, sir, and I would like to s: Ly 
this: At one point you say that most people know that these things 
are in the deficit. I happen to be one who believes that the people do 
not know what is in this total of $4.6 billion, and it was one of the 
reasons why I attempted to point it out here today, because the news- 
paper witnesses who have appeared here, themselves, couldn’t answer 
the most elementary questions. 

I get a lot of editorials sent to me and it is obvious that the press has 
no knowledge about the technical aspects of ratemaking. They are 
not familiar with all these figures I am pointing out. 

Mr. Creperserc. Do you think that these other items ought to be in 
there as well as the items that were taken out? We ought to put 
some in, if we take some out ? 

Mr. Maarnnis. It might be a good idea. I will tell you this: That 
you won’t get so many complaints from the business users of the mail 
if you set a | standard and if they have a feeling that they are not being 
burdened with something. I pointed out in here my belief that the 
first-class users of the mail are going to have to pay for the second- 
class subsidy. 
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I haven’t seen any newspaper point that out. That is a decision 
you must make, if you choose to do it. I will point out that Mr. Stans 
produced a chart here which showed the 10-year deficit on third-class 
mail as $1.5 billion. That is a dramatic chart. It goes out to the 
country. 

He has mailed it every place. I have word from all over the coun- 
try that since he appeared here, his press releases have been received 
in many places. He doesn’t mean that the deficit was $1.3 billion, 
because he tells you in his testimony not only this year, but he told 
you last time, that this cost ascertainment system of his is not the 
sole basis for ratemaking; that the Congress, this committee, must de- 
cide what reduction below cost must be given third-class mail because 
it gets deferred service, but when he makes that mountain and shows 
third-class mail as having caused this tremendous deficit, it is not a 
true figure, and it affects public opinion against us. 

Mr. Creperserc. What do you think ought to be done about the 
postal deficit—just charge it off to the genet ral public? 

Mr. Maainnis. If my statement wasn’t clear, I would say I have 
recommended that once and for all you enka admit that you are 
only going to put on second-class mail users $17 million and you are 
going to have remaining a deficit of $243 million. You -an’t eat it. 
You can’t throw it away, and I don’t think it is fair to either put it on 
to first class or onto third class. 

Mr. CeperserG. Don’t you think that there ought to be an increase 
in rates in first, second, and third class, to some degree ? Q 

Mr. Maginnis. I don’t believe first-class mail should be increased. 
I think there is great danger in increasing third class, but certainly 
on first class I am as convinced as any thing, there is a category of mail 
that me been paying its way for years more than enough, and only 
now, as I said, is reaching the break-even point, so why lo: id the charge 
on to them ¢ 

Mr. Ceprerserc. Obviously, you can’t load the postal deficit on sec- 
ond and third class, so we have to determine, then, how much is going 
to be paid by the general public. 

Mr. Maginnis. And that is the burden of my testimony. That is 
the paradox that faces the committee and Mr. Summerfield. 

Mr. Ceperserc. How much do you think should be charged on the 
veneral public, and how much to the users of second- and third-class 
mail ¢ 

Mr. Maernnis. On second class, of course, they will have their own 
witnesses here. It is my own personal opinion that if you raise the 
rates as much as Mr. Stans suggests, you would have to raise them 

250 percent, not 30 percent, as proposed i in this bill, and if you did that, 
you would destroy the free press of America. 

There is a policy decision this Congress should make. I can’t make 
it for you. I can only suggest my own opinion that that would be a 
drastic thing to do. 

Mr. Creperserc. Would you express your opinion on third-class 
mail: how much of third class ought to pay its own way? 

Mr. Macrnnis. I am offended by several things on third class, by 
the testimony to you of the Postmaster General that there has been 
io Increase since 1932, or that it has been insignificant, because just 
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214 years ago we suffered an increase of 50 percent in bulk mail, and 
I think we ought to be given a little credit for it. 

We are paying $64 million more. That, I resent. 

Mr. Ceperserc. I think you testified probably a couple of years ago 
that if this increase were to go into effect, it would have a direct etfe 
upon the users of third-class mail and that the number of pieces ina 
would be greatly reduced. Has that been true ‘ 

Mr. Maginnis. No; and I will tell you why that hasn’t been true. 
There have been several reasons for it. If one reads the Congressional 
Record—and I am sure we all do—there were those in those days who 
believed—they were later called the prophets of gloom and doom- 
that a recession was coming, and I happened to believe with them. 

Now, getting to the other point, when they raised the first-class 
post card from 1 cent to 2 cents, about a billion and a half post cards 
went over to third-class mail. They didn’t choose to pay the 2 cents, 
so they became third-class users of the mail, and in a way, helped to 
increase the volume of third class. 

Mr. Creprersere. Of course, a good portion of those went to first-class 
mail, too. 

Mr. Maainnis. I am not familiar with that. 

Mr. CepersercG. I don’t care to press it any further, Mr. Chairman. 

The Cuairman. Mr. Rees. 

Mr. Rees. As I understand your statement, you talk about the 
second-class mail. You say there is about $230 million of deficit in 
second class. 

Mr. Macinnis. Yes, sir. 

Mr. Rees. You seem to concede that. 

Mr. Maginnis. I certainly do, sir. 

Mr. Rees. During the 80th Congress, I was chairman of this com 
mittee, and I think perh: ips you were here then. Iam not sure. 

Mr. Macrxnis. Not in the 80th, sir. I testified in July of 1953, sir. 

Mr. Rees. Somebody representing your group did. 

Mr. Maaernnis. Yes, sir. 

Mr. Rees. And, of course, we talked about this $150 million deficit 
at that time. We thought that was a good deal of money. Since that 
time, as you have Just suggested, conditions have improved. 

Mr. Macrnnis. Yes, sir. 

Mr. Rees. There has been more business transacted since that time. 

Mr. Macrinnis. I will agree with that 

Mr. Rees. And business is better. 

Mr. Maarnnis. I will agree with that. 

Mr. Rees. But the second-class deficit has gone up, so the better 
the business is, the bigger the deficit in second- -class mail. Isn‘t that 
about the way it works? 

Mr. Maainnis. I am not an expert on second class. 

Mr. Rees. 1 know you are not an expert, but you have been testi- 
fying on it. 

Mr. Maarnnis. I will agree that it has gone up. I will say to you 
that all costs have gone up within the Post Office Department. 

Mr. Rees. I am just talking about your statement. Here we were 
just a few years ago with a deficit of $150 million, and I don’t think 
anybody challenges that any more than you challenge this $230 million. 
but doesn’t it seem rather strange that as business has e xpanded, and 
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as business has grown, the more business transacted by the Post Office 
Department, the greater the deficit ? 

Isn’t that a rather odd situation ? 

Mr. Macinnis. I am inclined to agree with you, war I would like 
the admission from somebody to go out to my membership that we did 
suffer a 50 percent increase in our product, in our third-class mail in 
the last rate bill, and there has been testimony here to indicate there 
hasn't been any. 

Mr. Rees. Do you mean your business is 50 percent less now than 
it was then ? 

Mr. Maernnis. I say the rate, the minimum piece rate on third- 
class mail 

Mr. Rees. Has your business suffered 50 percent since that time 
because of the increase / 

Mr. Macrnnis. No, sir. No, I don’t say that. I think I answered 
the question and said business is really good at the moment. 

Mr. Rees. Is it better than it was then ? 

Mr. Macrnnis. Yes, sir. 

Mr. Rees. So whatever increase we put on third-class mail, even 
with that, your business has really been better, hasn't it ? 

Mr. Macrnnis. I agree so, sir. I agree so. I will say this one 
thing: Well I won’t say it. The Republican Party says this: “Since 
ve came into power, we have managed to keep prices stable. We have 
not had this inflation that many suggested was coming.” 

So that in 1953 our rate is increased from 1 cent to 114 cents, or 50 
percent, so tha He the cost of other things haven't gone up accor ding to 

the policy of this administration, so I think we paid a fair rate in- 
crease the last time, and I think you approach the danger point and, 
of course, it isa great responsibility. 

I am not going to sit here and tell the committee that everybody is 
going out of business if it goes up to 2 cents. 

Mr. Rees. You couldn't, in view of what you already said. You 
said that business has been better than ever, right now. 

Mr. Maerynis. That is right. 

Mr. Rees. Is not your business better than it has ever been? 

Mr. Macrynis. I honestly don’t know. It is not true in every 
part. I get letters complaining that it is a lot worse. We have had 
testimony here from Mr. George that thousands went out of business. 

Mr. Rees. Theard that. I wonder. 

Mr. Macinnis. That is his testimony. He is more of an expert 
on who went out of business than I, but it did have an effect. 

Mr. Rers. I was trying to show that the little increase you had has 
not hurt vour business. 

Mr. Macixnis. I wish you wouldn't say “little.” I would like to 
get credit on that 50 percent which is always a staggering thing on 
anything, whether the price of a car, the rent I pay. my telephone bill, 
oranything. Fifty percent isa substantial increase. We suffered and 
are still paying it. The total increase is more than the whole second- 
class deficit. 

Mr. Rees. If it develops that third-class mail rates are not paying 
their way, would you be willing to share at least a part of the in- 
creased cost that we have in the Post Office Department in handling 
this third-class mail for you? 
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Mr. Maarnnis. I would be the first one, Mr. Rees, to come in here 
and suggest it. When I appeared here before, I suggested a reduction 
in the rate. I now say to you that I believe a cent and a half is prob- 
ably the proper figure at the moment. 

I can show you the history of third-class mail where they raised it 
to 2 cents at one point. 

Mr. Rees. You know the history of the increasing costs of the Post 
Office Dep: stoang do you not? 

Mr. Macrynis. I understand that, sir. 

Mr. Ress. Yo ou know that; do you not ? 

Mr. Maainnis, I understand that. 

Mr. Ress. So that, if you paid the extra increase, whatever it was, 
and we will make it a cent and a half, when that was approved, you 
know that we have had some increased costs since then; have we not? 

Mr. Maainnis. I think the 50 percent pretty well covers them, in 
my judgment, sir. 

Mr. Rees. Since that rate was made effective ? 

Mr. Macrnnis. I believe so. 

Mr. Rees. We have had some increases. 

Mr. Maarnnis. I believe so. 

Mr. Rees. We pay more for our services all the way around. 

Mr. Maainnis. I believe so. 

Mr. Rees. If that is true, and it apparently is true, then would you 
be willing to go along and share a little of that cost? You would, 
would you not? 

Mr. Maainnis. Except that I would warn the committee. 

Mr. Rers. We take your warning, but I want to know. 

Mr. Maainnis. I think it is important to get my judgment. 

Mr. Rees. It is. 

Mr. Maginnis. I think it is important. 

Mr. Rees. I am glad to have your judgment. 

Mr. Maainnis. ‘There comes a point of diminishing returns. I have 
made other studies here of what happened, for instance, in the case of 
c.o. d. when the rate was raised 500 percent so that ¢. 0. d. is practically 
out of the market at the moment. 

In the case of parcel post, the rates have gotten to a point that parcel 
post volume has reduced. I think Railway Express volume has been 
reduced as the rates have gone up. 

You get in the position of our own railway system in Washington 
where Mr. Wolfson gets his 20 cents and loses some customers and his 
revenues go down and he says, “I need 25 cents.” 

When he gets that, he loses some more. So, you reach a point of 
diminishing returns. 

I think the committee should be very cautious in adopting a 2-cent 
rate which may not only knock some people out of business but will 
result in a volume of the mail which is a fill-in service. I don’t want 
to get on this rural-route business. 

Mr. Rees. I would not get on that because that is controversial. 

Mr. Maernnis. It is a touchy subject. Maybe it should not be 
brought up. That rural fellow has to go down that road and, if he 
happens to have a piece of third-class mail, whatever he puts into the 
box is pure profit. 
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If we adopt Judge Harrison’s suggestion to eliminate third-class 
mail, I don’t think ‘the Department “would begin to save money. It 
would lose the $272 million in revenue it gets, and the only way it 
would save money is to fire people because 50 percent of the expenses 
of the Department is in labor. 

Mr. Rers. You see how your argument winds up when you say that 
it is profit to carry the third-class mail because the mail carrier hap- 
pened to be going down the road. You do not expect to take the third- 
class mail down there for nothing because he happens to be going to 
that mailbox ¢ 

Mr. Maginnis. Maybe we can get it on that basis. There is talk 
about a day telegram and a night telegram. It is the Department's 
testimony. They say it costs $3.45 for 50 words going by day. Now, 
at night he has only to pay $1.30. I don’t think the Western U nion 
people are crazy. 

Mr. Rees. They are not crazy but, you see, the fact of the matter 
is that you are already getting a much lower rate than first-class; are 
you not ¢ 

Mr. Macrnnis. Yes; for the reasons I pointed out. 

Mr. Rees. For the reasons that you spoke of; is that right ¢ 

Mr. Mactnnis. The good, compelling reason why that is so, I think 
you will agree, is because they do a lot of the manual handling of the 
mail. 

Mr. Rees. That is the reason why you have a preferred rate now. 

Mr. Macrnnis. It is that deferred service angle which the commuit- 
tee has to balance very carefully. 

Mr. Rees. That is what they are trying to do. All in the world I 
am asking you is that, if it develops that it does cost more to carry 
the third-class mail, if all these expenses added together amount to 
enough more so that you are not paying your way, I am asking if you 
would not be willing to go along on part of it. I think you said you 
would. 

Mr. Macrnnis. I said I would, but I want to say one thing about 
Mr. Stans’ cost figures. If you take them alone, then you are going to 
burden us unnecessarily because he says, “Gentlemen, no cost account- 
ant can tell you what discount below cost should be given for this de- 
ferred service. This committee must decide that.” That is a tough 
decision. 

Mr. Rees. You are not in favor of increasing first-class mail; are 
you ¢ 

Mr. Maarnnis. No, sir. I am not in favor of increasing first-class 
mail. 

Mr. Rees. You and I both admit that there is quite a deficit in the 
whole mail service. 

Mr. Maginnis. That is a paradox. Yes, sir. I tried to make it 
clear why that isso. I think you are always going to have a deficit. 
As I said, one conclusion is that if you ever get to the point where you 
break even, somebody is paying too much postage. 

Mr. Rees. I just ask you to pay a part. 

Mr. Macinnis. We are paying $272 million. That is a lot of 
money. 

Mr. Jonansen. Mr. Chairman. 

The Cuairrman. Mr. Johansen. 
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Mr. JoHansen. I must have missed it if you answered Mr. Ceder- 
berg’s question as to w ne you felt was the fair share percentagewise 
that the users of third-class mail should pay in the cost of third-class 
mail. I did not hear you answer that. 

Mr. Maernnis. Mr. Johansen, I went into great detail developing 
that particular point, but Mr. Rees did elicit an admission from me 
that I believed that the cent and a half minimum piece rate on bulk 
mail was now a fair figure. 

When I testified here 3 years ago, I suggested a figure of a cent and 
a quarter. I did not win that particular battle. 

Mr. JoHanseN. What percentage of the cost do you regard the cent 
and a half as representing ? 

Mr. Maainnis. I think possibly I can answer your question best 
this way, Mr. Johansen. I puzzled with it myself. Judge Harrison 
has a bill in to eliminate third-class mail because it does not pay 
its way. There is no basis, if you take that argument, why you should 
continue third-class mail. Now, its revenues are $272 million at 
present. Let us say you wiped out 16 billion pieces. How much 
money would you save in the Department when it was eliminated ? 
Hardly $272 million. 

Mr. JoHANSEN. I may be obtuse, but I do not see that that answers 
my question. My question was what percentage do you regard the 
cent and a half rate as representing in percentage of payment as 
against cost ? 

Mr. CreperserG. Would the gentleman yield ? 

Mr. JoHansEN. Gladly. 

Mr. Maginnis. I want to answer Mr. Johansen’s question. I want 
to give the best answer I can. Possibly we will leave it this way: 
that I believe at persent that a cent and a half minimum piece rate 
is the fair figure. 

Now, if Mr. Stans will get his slide rule out and tell you what that 
percentage is in relation to allocated costs, that is the figure lL 
will buy. 

Mr. JoHANSEN. That is not responsive to the question at all. 

Mr. Maginnis. Except that I am not a mathematician, Mr. Johan- 
sen. I can’t figure this quickly. 

Mr. Ceperserc. Are you in any better position to be objective about 
this matter of third-class mail than the editors that you are referring 
to in the paper? Are you not a paid representative of the users of 
third-class mail and, as a result, you are here to do everything that you 
possibly can to keep the rate as low as possible? 

Mr. Maginnis. You are absolutely right. 

Mr. Ceperserc. Then you cannot be any more objective about it 
than the editors in the newspaper. 

Mr. Macinnis. I think I have made an objective statement here 
today and provided some information that might be helpful to the 
committee because when 400 business firms pay somebody, you study 
it cons tantly. That is not possible for members of Congress to do 
because you are worrying about all kinds of issues. So, if I can make 
a study of it and offer my viewpoint and throw it on the table, it might 
be worth something. 

Mr. Ceperverc. Do you think an editor might be able to study and 
make an expression of a viewpoint that might be worth something ? 
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Mr. Maarnnis. I think I made it clear in my statement that second- 
class is entirely different because I don’t believe you can run a war 
without newspapers and magazines. Without third-class mail, you 
could. 

Mr. Ceperserc. You referred to the editors. 

Mr. Macrynis. I referred to the editors that came here. 

Mr. CeprerserG. There are many other editors. 

Mr. Macrynis. If you want my opinion, they are very poor wit- 
nesses. I don’t recall their names. but that is just the judgment I have 
regarding their testimony. They may feel the same way about my 
testimony. 

Mr. Creperserc. They are not professional witnesses. Let us put 
it that way. 

Mr. Macinnis. Mr. Evans is counsel for the Washington Newspaper 
Publishers. 

Mr. Creperserc. I meant some of the other editors from around the 
country who came down. 

Mr. Maaeinnis. Well, I thought the Flint, Mich., man was all for 
everybody paying his way. That was the gist of his testimony. 

Now, I say to you that, if you make second-class pay its way, which 
would mean a 500 percent increase, then you are going to wipe out the 
free press in America; and I hardly recommend that. 

Mr. JowHansen. I wonder if someone from the Department can re- 
fresh my memory as to your figures as to the percentage of the cost 
of third-class mail that is met by the present rate. 

Mr. Rozertson. Roughly 60 percent, sir. 

Mr. JoHANSEN. Do you agree that that is accurate? 

Mr. Maernnis. There is, General Robertson, quite a lot of nonprofit 
mail carried, and I cannot find from the cost ascertainment figures the 
volume of that. If I can determine what the volume of that is which 
goes for a penny, which the business users should not be called upon 
to pay 

Mr. Rorertson. It is 5.5 million. 

Mr. Maarnnis. Pieces? 

Mr. Roserrson. Dollars. 

Mr. Maginnis. How many pieces? 

Mr. Rozerrson. I do not know that. That is the difference between 
the rate they did pay and the standard rate. 

Mr. Macinnis. They are asking $77 million and he says you should 
chop off $5 million because of this nonprofit rate. That is just about 
it. It ought to be $72 million you are seeking. 

The Cuatrman. Mr. Johansen. 

Mr. JoHaNseNn. That is all. 

The Cuatrman. Mr. Lesinski. 

Mr. Lestnsxt. I must say that you have put a lot of time on this. 
You have given it quite a going over. It has taken a lot of research 
and development. 

I have a problem to pose to you here, and let us see your reaction. 
IT am using Department figures now. The total domestic and inter- 
national airmail claim of profit is $32,700,000. Still we, as taxpayers, 
for 1955 are paying out of the Federal treasury $55,600,000, so that 
actually, for the use of airmail, the taxpayers are paying $22,900,000. 
It all depends on how you figure it as to what your results are. 
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Mr. Maginnis. That is a figure that I haven't studied, sir. L would 
like to offer you a judgment on that, but I cannot. 

Mr. Lestnsxi. That is from the Civil Aeronautics Board. It is 
headed “Estimated Service Mail Pay Accruing by Carrier.” They 
mention exact lines, and so forth. The Department shows a profit 
there of $82,700,000, so that we are actually paying, for the use of air- 
mail, $22,900,000 out of the general tax fund. “That is all, Mr. Chair- 
man. 

The Cuatrman. Mr. Davis. 

Mr. Davis. Mr. Chairman, regardless of which side of a question a 
witness appears on, it is always profitable to the committee to have a 
statement from a person who has studied the problem and understands 
what he is talking about. 

I have no questions for Mr. Maginnis, but, for that reason, I do 
want to say a word of commendation for him. 

Mr. Maginnis. Thank you. 

Mr. Davis. I commend him for coming here prepared to talk about 
the subject with some information behind his statement. That is all. 

The Cuatrman. Mr. Gross. 

Mr. Gross. I, too, want to commend you for a well-prepared state- 
ment, Mr. Maginnis. 

Now, on this $4,600 million deficit of the last 10 years, is it not true 
that various subsidies were lodged in that deficit over the 10-year 
period ¢ 

Mr. Macinnis. I think I showed that as one of the things we could 
agree on, There are some in disagreement, but they come st about 

$3,500 million which would reduce ‘the deficit to $1.2) let us ss 

Mr. Gross. Certainly Congress recognized that certain mateiifien 
were being paid that should not be charged to the users of the mail. 

Mr. Maainnis. That is true, sir. 

Mr. Gross. ae they were taken out last year; is that correct? 

Mr. Maarynis. They took the airmail subsidy out. 

Mr. Gross. es assume that, in the 9 years previous to that, the deficits 
accruing from those operations are charged in that $4.6. 

Mr. Macrnnis. They were in for 8 years, sir. 

Mr. Gross. I just want to go back very briefly to the subject of the 
rural carriers working only 5 hours a day. Iam sure that you agree 
that the farmer is entitled to one mail deliver y a day, and is ent itled to 
have it before noon ? 

Mr. Maernunis. I am all for that, sir. 

Mr. Gross. That accounts for the fact, very largely, that the rural 
‘arrier only works 5 or 6 hours a day. I think ‘that the farmer is 
entitled to that. 

Mr. Maernnis. Yes, sir. 

Mr. Gross. I think that any subsidy accruing out of that fact is 
certainly one of the things that should be charged to the overall oper- 
ation of the Post Office Department. 1 am not one who believes that 
the Post Office Department budget will ever be balanced and kept 
balanced, because of a good many services. That is one of them. 

Mr. Lesinski. Will the gentleman yield at that point ? 

Mr. Gross. Yes. 
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Mr. Lestnsk1. Is it not true that in inclement weather and heavy 
snow the rural carrier might take 10 or 12 hours, in spite of the fact 
that in good weather he might spend 5 hours. 

Mr, Macrnnis. That would be an unusual situation. 

Mr. Lestnskr. That is a fact behind the whole picture, to be put 
into consideration. 

The Cuarrman. Mr. Maginnis, how long have you been the execu- 
tive manager of the Associated Third-Class Mail Users? 

Mr. Maarnnis. For 5 years, sir. 

The Cuatmrman. Do you devote your entire time to those duties ? 

Mr. Maainnis. No. I practice law. 

The Cuatmrman. Are you an attorney also? 

Mr. Maginnis. I am an attorney in Fitzpatrick, Lynch & Maginnis. 

The CHarrman. How long have you been practicing law in 
Washington / 

Mr. Maernnis. Eighteen years, sir. I haven't practiced all that 
time. I have been a lawyer for 18 years. I passed the bar in 1938. 

The Cuatrman. In your statement you stated that there are ap- 
proximately 400 members in your Associated Third-Class Mail Users. 

Mr. Maerynis. That is right, sir. 

The Cnarrman. Are they located in various sections of the United 
States / 

Mr. Maernnis. All sections, sir. 

The CHatmrman. Now, I believe it is your contention that third- 
class mail should receive a cheaper rate because you say it receives 
deferred service. 

Mr. Magetnnis. That is right, sir. 

The CHatmrmMan. Well, if that is true then, if first-class mail receives 
higher and special preferential service, should it not pay more than 
it is paying today? 

Mr. Macrynis. I think that is true, sir. I will go along with you 
on that. 

The Cuairman. I thought you said you were opposed to increasing 
first-class mail. 

Mr. Maernnis. Lam. I think I made the statement that there is an 
unconscionable fee charged for every piece of first-class mail over 1 
ounce. I have some testimony here which I hope to submit later from 
a witness. That package cost $1.82 to send from St. Louis. I don’t 
know what the actual cost is, but I think that is pure gravy for the 
Department. 

The CruammMan. Was that sent by regular mail? 

Mr. Maernnis. Regular mail. 

The CHarrMan. It was not by airmail? 

Mr. Macrnnis. Well, it is airmail special delivery. I am sorry. 

The Cuairman. That is quite a difference. 

Mr. Maginnis. Let us assume that it weighs a pound. It is 3 times 
16 cents. It is an unconscionable rate. That is my own judgment. 

The CuarrmMan. You can send a third-class letter separately, not in 
bulk, for 2 cents; can you not? 

Mr. Maarynis. A third-class letter just by itself for 2 cents, that is 
right, sir. 

The Cuarrman. And it isa cent and a half for bulk? 

Mr. Macrinnis. That is right. 
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The Cuairman. Do you think that it is fair to require a person to 
pay 2 cents for a postal card and charge only a cent and a half for a 
third-class mail letter 

Mr. Maginnis. We are stuck with this, Congressman Murray. 

The Cuatrman. I was asking a question. Do you think it Is fair? 

Mr. Maarinnis. I want to be fair on the answer. We are all trying to 
develop our arguments on the basis of the Department’s figures. 
Every qualified observer says they are good figures, so that all I can 
do is base my statement on them, and my testimony regarding the loss 
on post cards has been from Mr. Summerfield’s ascertainment system. 
1 am forced to buy that unless some accountant shows me that the cost- 
ascertainment system is not valid. 

The Cuamman. You referred in your statement and also made 
note of the decline in volume of the post card. You know the reason 
for that; do you not / 

Mr. Maernnis. I think I mentioned it, sir 

The Cuarrman. You know that in the hearings when this cominittee 
approved the increase from 1 cent to 2 cents it was shown that 90 
percent of all the post cards were sent out by business ¢ 

Mr. Maernnis. That is right, sir. 

The CuHatrman. At that time I insisted that the post card be raised 
to 2 cents and also that the bulk rate be raised to 2 cents to make 
them equal, make them pay the same; but, unfortunately, my views 
did not prevail about the bulk-mail r ate due to you and some others 
here who were more influential than I was about this matter. 

Can you see any justification for charging more for a post card 
than for an individual third-class letter ? 

Mr. Maainnis. Yes, sir; I can. 

The Cuairman. What is the reason when 90 percent of the postal 
cards are used by business / 

Mr. Maarnnis. I think that, if the figures show that it cost 4 cents 
or 3.3 cents to handle them, that would be the just charge for them. 
There is a lot of difference on a post card and a third-class piece. If 
I have not made it clear, a first-class post card gets the same attention 
as the first-class letter—premium priority, preferred service. A third 
class piece of mail does not get that. 

I have made some studies on the nature of deferred service third 
class mail receives, and I think either Mr. Alexander or Mr. Rhodes 
raised questions of how large that deferment of service was. I think 
that it might help this record if I put this particular study in the 
record to show exactly how bad it is. A postmaster can throw that 
bag of third-class mail in the corner as long as he chooses. I don't 
say he always does it, but he has the right to do it and, when he gets 
a slack period and has valuable clerks around, he says, “Let’s get 
that bag of third-class mail and we will keep profitably occupied 
here.” 

That is the principle of third-class mail. 

Mr. Lestnskt. May I say something at that point 4 

The CHarmmMan. Yes. 

Mr. Lestnskr. I have to concede the point that your argument 
holds quite a bit of weight here. It is quite true. It is correct that 
first-class mail has preferred treatment, as I have said here this morn- 
ing and at other times, but the use of a large volume of second and 
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third class necessitates a postmaster getting out second and third 
class in the same way as first class because they cannot work the 
first-class mail due to the accumulation of second and third class. 
lhe first-class mail would lie dormant. 

According to the rules and regulations of the Post Office Depart- 
ment, all mail has to move in 24 hours. 

Mr. Macrnnis. Mr. Lesinski, this question arose in the last hearings. 
T understand your problem in Detroit. You have poor facilities there 
and, if I had the power to persuade the Congress to get you better 
facilities I would. Then the deferred-service principle could be 
applied to the third-class mail in Detroit. 

I know the mail is out in the rain there and you do not have 
sufficient space and they have to get it out. That is not true all over 
the country. 

Mr. Lestnsxt. The Postmaster General is from Michigan and he is 
going to consider the problem in the Detroit area; but, irrespective of 
that, we are waiting. 

I was in Los Angeles, Calif., back in 1953 and saw their system. 
The combination that they have worked on there for years is some- 
thing that I would like to see in most of the large post offices in the 
whole country. The mail comes right off the train, comes onto the 
elevators, is carried to the second floor and is started to the various 
sections and expedited. It is made simpler for the individual to 
handle. That is something that we ought to have in Detroit. 

Of course, that is one thing that this Congress has not done. Basi- 
cally due to the expenses of the various administrations, the Depart- 
ment as a whole needs modification to bring the post offices and their 
equipment up to date. 

Mr. Ceperserc. Mr. Chairman. 

The Cuarrman. Mr. Cederberg. 

Mr. Creperserc. Did I understand correctly that you said that, in 
view of the fact that post cards cost more than 2 cents to handle, the 
rate ought to be higher on the postcards ? 

Mr. Macinnis. I am saying that we are all going by the Department 
figures. This is the burden of my testimony: That it costs 3.3 cents 
to handle the post cards. That is the actual cost. 

Mr. Ceperverc. I just wanted to get this straight. You said that, 
if the post card costs more than the 2 cents, the rate ought to be higher 
for the post card ? 

Mr. Macrnntis. That is absolutely right. 

Mr. Ceperserc. If that is true for the post card, is it not true for the 
third-class mail that you send ? 

Mr. Maarynis. I think we have reached agreement on this point. 

Mr. Creperserc. So that it ought to be higher than it is at the present 
time ? 

Mr. Maernnis. I didn’t agree that the rate should be higher. I say 
that at a cent and a half 

Mr. Ceperserc. If at a cent and a half it does not pay its way or does 
not meet the same test as the post card, then, if it is true for the post 
card, why is it not true for the third-class mail ? 

Mr. Maarnnis. I say that that is the decision that this committee 
must make, and it cannot make it from the cost figures. 

Mr. Creperserc. You have made a decision on the post card. 
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Mr. Maernnis. But the deferred service angle does not apply to 
post cards. There is no deferred handling of post cards. 

Mr. CeperserG. We are just talking about cost now. The post card, 
for 2 cents, receives certain treatment, and, for a cent and a half, you 
receive certain treatment as of the present time. We start on that 
same premise. 

Mr. Maarnnis. That is right, sir. 

Mr. CeperserG. You have said to this committee that you think 
the post-card rate ought to be higher. 

Mr. Maarnnis. That is right, sir. I said that, if you are going to 
give the users of postal cards a subsidy, you should take it out of the 
deficit and earmark it for the world to note. 

Mr. Ceperserc. I wanted to get it straight. 

Mr. Maernnis. I don’t think it should be raised. I think we ought 
to have 2-cent post cards, but you are going to suffer a deficit of about 
$38 million, and we ought to announce it, take it out, and not apply 
that $38 million to the users of the business mail. 

The Cuamman. You opposed increasing the post card from 1 cent 
to 2 cents when you were here before. 

Mr. Maainnis. Not I, sir. 

The CuHatrmMan. Are you sure you did not? 

Mr. Macinnis. No, sir. 

The CHairman. You made no statement about that before this 
committee / 

Mr. Maernnis. No, sir. 

The Cuarrman. You testified here on the third-class mail and also 
on penny post cards, as I recall. 

Mr. Maarnnis. Not on penny post cards, sir. I would remember 
that, I am sure. 

The Cuartrman. That is strange to me, because the statistics showed 
that 90 percent of the post cards at that time were being used by these 
third-class users and business institutions. 

Mr. Maarinnis. Isn’t that more reason why we ought to charge 4 
cents for them since business is going to pick up the tab on the m? 

The Cuatrman. You favor 4-cent post cards? Do you mean that? 

Mr. Macrnnis. I mean there have been arguments that simply be- 
cause business uses the mail, that is a logical reason why the rate should 
be increased. 

The Cuatrman. You make great capital out of the fact that there 
has been a great decline in the use of the postal card since it went 
from 1 cent to 2 cents. You know exactly what caused that decrease 
in volume; do you not? 

Mr. Macinnis. Yes, sir; and I explained my views on it. 

The Cuatrman. You know that 90 percent of the cards were being 

used for business or commercial purposes at the 1-cent rate, and that 
the great majority of them immediately went to the third-class mail, 
because they can send it third-class at 114 cents, and it costs 2 cents 
leertlaiienibes ard. 

Mr. Maainnis. I think the record will show that that was my con- 
clusion, and it showed an increase in the volume of third-class mail. 
In other words, you may draw a conclusion that third-class mail is on 
the rise simply because of better conditions, but the application of the 
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2-cent rate to the first-class card actually helped the rise in the volume 
of third-class mail. 

The CuairmMan. You state here on page 3: 

Now, I am not objecting to providing to the public for 2 cents a card which 
it costs between 3 cents and 4 cents to handle. 

Mr. Macinnis. Yes, sir. 

The Cuairman. If it costs between 3 cents and 4 cents to handle a 
post card, do you not think that it costs equally as much to handle a 
first-class letter ¢ 

Mr. Macarnnis. I think I admitted that the differential pricing 
theory was a true one. I simply emphasize again that all pieces 
of mail over 1 ounce are paying an unconscionable rate, and that 

causes a surplus in first-class mail. ts 

The Cuamman. What are the objectives of your association ? 

Mr. Macinnis. I would say generally that we wish to present to 
the Congress our viewpoint at any time rate legislation 1s up, our 
views regarding rates. 

The Cuamman. Are you formed for that one purpose / 

Mr. Macrnnis. No, there are other purposes: To knock out of the 
direct mail advertising field those that do not operate honorably and 
do not use the mail properly because, as we know, there are crooks 
in the direct-mail field. 

There is a hearing underway under Mr. Dowdy which has empha- 
sized some of those points. 

We have the further job now, which is a tremendous job, of over- 
coming the newspaper attacks on junk mail which were instituted 
here when the patron mail order was in effect. There was a feeling 
on the part of the newspapers that third class was competing with 
newspaper advertising, and a series of editorials went out all over 
the country through one of their associations attacking junk mail. 

That answers your question, Mr. Broyhill, as to why you get from 
your constituents the opinions that you do regarding junk mail, be- 

cause of this newspaper attack on our category of mail. So that, 
we have a public relations job to convince the country that Congress 
Was Wise in creating third-class mail to create a great industry. That 
is a tremendous job to do, and I regret to say that in m: iny instances 
the Post Office Department has characterized this category of mail 
as junk and has frowned upon it, although T will say that Mr. Sum- 
merfield was kind enough in his testimony to indicate that whatever 
advertising medium helped to sell the goods of our factories and 
mills was good for America. I congratulated him in a bulletin that 
I released. 

I appreciated that comment regarding third-class mail. 

The Cramman. Are there any “other questions of the witness ? 

Mr. Gross. I have just one question, Mr. Chairman. 

The CHarrman. Mr. Gross. 

Mr. Gross. We do have a preferential class of mail now in that 
certain people in the country have the fruits of first-class letter mail 
transported by plane at the 3-cent rate. Some parts of the country 
have the benefits of it and others do not. Is that correct ? 

Mr. Maginnis. I am aware of that and I read Mr. Dowdy’s report 
which T believe comments on that situation. 
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The Cuamrman. Thank you very much, Mr. Maginnis. 
Mr. Maginnis. Thank you, sir. I will appreciate permission to 
place in the record at this point several statements from our members. 
( The statements follow :) 


THE PANTHER Co., 
Fort Worth, Ter., March 16, 1956. 
House Post OrricE CoMMITTEE, 
Washington, D. C.: 

The proposed third-class rate increase postal bill, H. R. 9228, could very well 
spell doom to our entire direct mail operation. 

Actually, I suppose we’re rather insignificant by national standards. Our 
cash outlay for mailings each year total approximately $78,000; $18,000 of which 
goes directly to postage. The difference goes to the printers and to the employees 
who handle our direct-mail operation. 

Even under existing third-class postal rates, we have a constant economy bat- 
tle to keep our heads above water and to_keep our direct-mail operation in the 
black. Another postal rate increase, therefore, could very easily force us to dis- 
continue our entire direct-mail operation. 

What’s happening to us could very easily be happening to hundreds of other 
small direct-mail companies across the country. And I can’t feel that our Gov- 
ernment is so intent on increasing third-class postal rates that they would force 
hundreds of small operators completely out of business for the sake of additiona! 
revenue from the really big mailers. 

It goes without saying that we are emphatically opposed to this rate increase 
and would appreciate you making our position clear to the committee members 
considering this proposed postal increase. 

Thank you very kindly, 


Oscar SWALiow, Vice President. 








STATEMENT OF JOHN E. TILLotson II, PRESIDENT OF MopeRN HANpcRAF?T, IN«¢ 
Kansas Ciry, Mo. 


Modern Handcraft publishes two magazines, the oldest and largest of which is 
the Workbasket. The Workbasket is a monthly pattern and direction service 
that is sold on a subscription basis. Primarily the editorial content of this 
magazine is crocheting, knitting, and tatting directions. Our subscribers use 
these directions to make either gifts, items for sale, or just to beautify their 
home. In addition to these needlework directions we also carry food recipes 
and household hints. These household hints are very helpful since they show 
the homemaker shortcuts to the many jobs she must perform. 

Our other magazine is Profitable Hobbies. This is a general interest family 
magazine, carrying stories of people who have made spare-time money from 
their hobbies, and telling others how they too could increase the family income 
through leisure-time activities. 

The total circulation of both magazines at the present time is 1,350,000 copies 
per month. These magazines are sold primarily on a subscription basis. Most 
of the subscriptions are sold by mail. 

Our company is the outgrowth of an idea that our two founders had over 21 
years ago. At that time they felt that there was a need for a magazine such as 
the Workbasket. The first test they made was some postcards. They addressed 
them at home at night on the kitchen table. From the mailing of these 500 post 
cards the Workbasket has grown to the point where now its circulation covers 
the entire United States and many many foreign countries. 

At the present time the Workbasket and Profitable Hobbies provide employment 
for over 150 people. In the last year these employees paid over $66,000 in income 
taxes. 

Our business is typical of many small mail-order companies in that we must 
eperate at a relatively high volume in order to operate at all. It is only through 
high volume operations that the unit cost of the items we sell can be gotten down 
to a point where they can be sold economically. To maintain this volume it is 
frequently necessary that we use what is termed marginal business. A relatively 
minor portion of the orders, in most mail-order operations, are really what would 
ve profitable orders. The balance, which in our case as well as many others is 
true, is high-cost orders and are accepted only to increase the overall volume and 
cut unit costs. 
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Take our case, as a specific example. We rent mailing lists of people who have 
demonstrated by other items that they have purchased, that they quite likely 
would be interested in what we have to sell. To these names we send a letter, 
explaining to them our product and how it can interest and help them. An order 
blank is enclosed for their convenience. A few of the lists that we rent will pro- 
duce orders at an average rate, and the majority of these lists will actually pro- 
duce orders at what is termed a “break-even point.” In our case the break-even 
point is that point at which we would lose money if we either had a few less 
orders from a mailing or the cost of making the mailing was just a little bit 
more. 

It is necessary and right that we do accept these marginal orders for two rea- 
sons. First, to keep our trained people that we have on the payroll; secondly, it 
does increase our volume to the point where our fulfillment costs can be kept 
low. Ina business such as this, that operates on a volume basis, a fraction of a 
cent increase in cost of any operation in the plant can materially change the net- 
profit picture at the end of the year. 

Last year we spent $706,897.97 for postage. 

Of this, $544,968 was for bulk third class at the 114 cent per piece rate. This 
produced over 2 million incoming pieces of first-class mail, on which the Post Office 
admits they are making a profit. This would be in excess of $60,000, not counting 
anything for the special delivery, airmail, money-order fees, and other extra- 
cost services that were used on this mail. 

To handle the mail that we send out, we actually operate a miniature post office 
right in our own plant. All of the mail that we send out is first sorted by State, 
then sorted by city within the State, and when there are five or more pieces to a 
town we tie those into a direct bundle. All of the pieces that are in a bundle are 
faced in the same direction. When there are enough pieces for a town, we make 
up a direct sack for the town. None of this mail requires canceling, and we actu- 
ally haul it to the post office and deposit it on their dock. Each bag of mail is 
labeled according to where it should go, and all that the post office has to do with 
it is check the total weight and sign a statement we have already prepared for 
them showing that the postage is correct. Then they haul it to the train. They 
perform no other operations on it at this point. 

In performing these operations we do the majority of the total operations re- 
quired to get a piece of mail delivered, and thereby save the post office consider- 
able time and effort as well as saving them money since they do not have to hire 
the extra postal clerks to do the sorting on this mailing. Bulk third-class mail, 
as you all know, is delayed service mail * * * that is, it is handled when the 
other classes of mail are out of the way and the post office employees have time 
to work it. 

Our third-class postage that I mentioned a moment ago, was the postage we 
paid on 36,331,243 pieces of mail last year. Just imagine, if you will, what would 
have happened had the post office had to haul this much mail to the post office, 
face it, cancel it, sort it, tie it, and bag it. “Chaos” is the only description of 
what would have happened had this amount of mail been added to their regular 
volume. It is for these two reasons * * * delayed service, and the fact that the 
mailer does the major portion of the processing of third class that he is given a 
low rate. It is the same principle that movies are cheaper in the morning, and 
it is less expensive to send a night-letter telegram, and long-distance telephone 
calls are cheaper after certain hours. 

The facilities of the post office have to be maintained to handle the volume of 
first-class mail that goes through. These facilities must be paid for even though 
they might be idle. It is just good business to utilize the capacity during slack 
times with low rate delayed service mail, since it helps spread the overhead 
over a greater number of pieces. It is the same principle we use in our business 
on the mailings we make at the break-even point. 

It has been strongly suggested recently that the post office should be a business 
and operate within its income. Did anyone ever suggest that the Agriculture 
Department operate within its income? Or are the subsidies paid to farmers for 
parity prices considered ‘As subsidies? And then again * * * the State Depart- 
ment is not expected to receive back in dollars exactly what it spends for service 
overseas. These departments are looked upon as services for the entire popula- 
tion of the country. It should be the same with the Post Office Department. It 
is a service, benefiting every individual in the country. No one has ever suggested 
that the rural free delivery service be abandoned, nor that all of the third- and 
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fourth-class offices in the country, which lose money, should be discontinued. 
These offices are maintained as a service to the public, and as a means of com- 
munication between one citizen and another. That is as it should be, for many of 
our citizens are not able to get to town to buy things, or call upon their friends. 
They must use the mails both to purchase goods, and to communicate with one 
another. 

How much of the present so-called post office deficit would there be if it were 
not for the operation of these thousands of offices that lose more than they take 
in? It has been stated that the present bill H. R. 9228 before you would enable the 
post office to operate within its income. Let’s look for a moment at what the net 
difference in the Government income and expense might be if the third-class piece 
rate was raised from 114 cents to 2 cents. Instead of spending over $700,000 with 
the post office we would: quite likely spend around $300,000 * * * maybe 
$350,000, since the bulk of our present volume is now marginal, and with any 
increase it would become actually a loss business and would have to be discon- 
tinued. With this cut in postal receipts the payroll would not be cut in propor- 
tion since the men would still be needed to handle first class and other classes. 

Instead of employing 150 employees, our needs would be cut to approximately 
70 to 75. The other 75 people would be out of work and the Government would 
lose the income taxes that these people are now paying. 

The outside purchasing we do of envelopes, paper, and printing, which at 
present runs over $1 million is made up primarily of wage costs paid by our 
suppliers. The taxes paid on these wages is a considerable contribution to 
the general revenue of the country. If our supply purchases were cut, our 
suppliers would naturally have need for fewer employees, with a resultant cut 
in tax revenues. This would be true all down the line. What is true in our 
case would be true in many other small businesses that provide employment for 
thousands of people. 

So, what would be the ultimate outcome of an increase in postage? The 
post-office revenue would be cut, income-tax revenue would be cut, and general 
employment would be reduced, with it ending up that absolutely no one would 
be benefited. 


STATEMENT OF LISLE M. RAMSEY 


Mr. Chairman and members of the committee, I am president of Lisle M. 
Ramsey & Associates, a sales-promotion agency in St. Louis, Mo. Our efforts 
are primarily confined to creating packaged promotion designed to stimulate 
business. 

Our major effort has been the organizing of the Aunt Mary Birthday Clubs. 
Since 1949, more than 1,000 portrait studios have joined together to promote 
a periodical portrait plan for children. Approximately 1 million mothers now 
belong to the club. 

It is estimated that $8 million worth of business will be created during 1956 
as a result of this one cooperative promotion alone. This is only one of such 
promotions which will total millions of dollars of business each year, for a 
small businees tht will be curtailed, if not destroyed, should third-class mail 
rates be increased. 

Direct-mail advertising is the lifeblood of small business : Most small businesses 
cannot use newspaper, radio, television, and other mass media to create busi- 
ness. For example, a baby store using any mass media to advertise would be 
wasting advertising dollars, since only a small percentage of the people are 
prospective customers. 

Small business must direct its advertising to a selective group of people, or 
to a limited geographic area to be successful. Direct-mail advertising is inex- 
pensive—on the contrary, advertising men agree it is one of the costliest media 
to use. It is selective, therefore, direct mail is the backbone of small-business 
advertising. I am sure it is evident to every member of this committee that any 
postage increase will affect every small business in America. 

Any increase in postage rates will have two major effects on small businesses: 

(1) It will increase general operating costs. 
(2) It will increase the cost of getting business. 
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Many small businesses cannot survive any more increased cost at this time 
The recent increase in the minimum-wage law has pushed up labor cost from 
15 percent to 30 percent. The ever-growing purchasing and merchandising power 
of big business has cut the profit margins of every small business. Increased 
postage rates will leave many a small business with just one decision—cut 
advertising budgets. Certainly this is not the time to discourage efforts in 
increasing business activity. 


The CHairman. The last witness is Mr. Arthur Z. Gray, president 
of the Street & Smith Publications, Inc., New York City. 

Mr. AvexaNnper. Mr. Chairman. 

The Cuarrman. Mr. Alexander. 

Mr. Atexanper. Before we get into that, I have a statement here 
by Mr. Nathaniel Polster, publisher of the Durham Observer, Durham, 
N. C., which he requested that I insert in the record. I have only 
one copy. 


I would like to request that it be inserted in the record at this point. 
The CHarmman. It may be inserted at this point in the record. 
(The statement referred to follows :) 


STATEMENT OF NATHANIEL POLSTER, PUBLISHER OF THE DURHAM OBSERVER, 
DurHaM, N. C. 


We newspaper publishers are getting a subsidy by means of second-class mail- 
ing privileges ; and we know it. 

In this circumstance it appears most honorable that some of our leading pub- 
lishers, if numbers of copies circulated is taken to determine the leaders, are 
coming forward sacrificially to offer willing acceptance of higher second-class 
postage rates. 

The controversial nature of the leading publishers’ stand may not be im- 
mediately apparent to those outside of the industry. It lies in the fact that city 
after city in the United States, during the past 30 years, has been transformed 
into a one-newspaper city. Local monopoly of communication media is fast 
matching the extreme limitation in competition among nationwide communica- 
tion media, particularly broadcasting networks in the field of public communica- 
tion, and telegraph services in private communication. 

There has grown up since World War II a great new American answer to this 
threat of local monopoly, It is the small newspaper, mostly circulated in sub- 
urbs, rural areas, and in “satellite” towns near the big cities. With the exception 
of a very few of these publications, such as one on Long Island, one in a northern 
suburb of Chicago and a handful of others, none is now making big money and 
none ever will. 

This is because these newspapers have deliberately devoted themselves to 
a limited community—usually one inadequately covered by the monopoly 
newspapers. 

Being much closer to their readers than the leading newspapers, these small 
sheets, mostly weeklies, are easily censored by that sole justifiable censor, 
public opinion, and thereby. restricted in their editorial policy by that mellow 
old antiquity plain common decency. Most of these newspapers cannot rely 
on stories of rapes, drunks, suicides, and divorces for their selling power. 

Not always altruistically, they have turned to discussion of major national 
issues, such as the agricultural program, foreign affairs, politics, and other 
matters of import completely ignored by the leading publishers excepting on 
their editorial pages and in their reprinting of canned, nationally distributed 
wire reports. 

If ever a nation needed diversity of thought to bring forth solutions for 
troubling problems, that nation is the United States in 1956. 

Leading dailies are, by and large, carrier distributed. They are not so 
completely dependent on the mails as the smaller newspaper. Carrier distribu- 
tion is, of course, separately subsidized by exemption from minimum wage 
legislation, State and National. 
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If there were any foreseeable possibility that the thousands of smaller papers 
established in the last decade were to become really significantly profiitable, then 
the smaller sheets should be forced to pay the same postal rates as the leaders. 
The limited areas to which they cater, however, almost certainly insure the 
absence of such a possibility. 

The second-class privileges are justified only by reason of the public service 
performed by the periodicals. 

In an industry increasingly characterized by monopoly the smaller publications 
are reviving some of the lost spirit of healthy town-meeting discussion. News- 
papers with circulations under 10,000 should not have their postage rates 
increased. 

The strange sacrifice, on the part of the big dailies, unprecedented in all 
the history of subsidy legislation in Congress, is clearly explained by the 
desire of the leading publishers to squelch the new competition, the healthy 
alternative advertising channel, the significant new voice of democracy which 
is embodied in the new, small-circulation press that is answering a real need 
in this country today. 


TABLE 1.—United States population in small communities 


Percent total 
population of 


City or toiwn size United States 





Or ee eae ee 
TGs G0 Dees. 2. en -..- nies dees ioadai eth ieee sa cicaiciai cio sait >) ae 
10,000 to 100,00 ; ; 20 
Under 10,000 and rural____--_--- ee ee a are. acne ae 
NO oes Oe aS ae eee ‘ ee ia eae ae soins sian a 1Oo 
Souree: 1950 Census. 
TaBLeE 24.—Weekly newspaper distribution 
Weeklies 

Area . 

Number Percent 
Metropolitan or suburban ; . 1,111 12.5 

Small towns (10,000 or fewer population 7, 781 87 
TOeh.c. 255. ‘ a ; 8, 892 100.0 

TABLE 2B 
Circulation of weeklies 
Area 

Number Percent 

Metropolitan or suburban 3, 855, 566 9 
=mall towns (10,000 or fewer population 13, 382 617 77 
Total 17, 269, 183 100.0 


Table 2e 


Area Family readership 
Metropolitan or suburban__-_---~--~- ita sade 2, 000, 000 
Small towns (10,000 or fewer population) —_~~_- os 11, 000, 000 
ys: Repaearencals Satie oe sondacatene ead aioe a tea enki ecielaes as achat 6, 000, 000 


RN cos Se 


1 Total different from above because of rounding 


ng. 


: eit le» fo Da ms ae a ee * 19, 000, 000 


Source: Audit Bureau of Circulation, 1952. 
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TABLE 4.—Average net income of small newspapers in Iowa 


ap Rhchini 
| Average net 
' Number of | annual 
irculation weeklies | income, all 


| sources 1 


Under 1,000 weekly 
1,000 to 1,999 weekly 
2,000 to 2,999 weekly 
3,000 to 3,999 weekly nt 3, 
1,000 to 8,500 twin weekly. ___--. baad ‘ lini : 2, 
3,500 to 7,000 daily 9, 


$4, 104.75 
12, 178. 14 
4, 283.09 
524. 30 
781. 20 
325. 13 


1 Includes job printing. 


Source: Iowa State University School of Journalism. 


TABLE 54.—Newspaper gross income of small publications in Iowa 


[Average annual income] 


Circulation (weeklies 


Under 1,000 1,000 to 1,999 2,000 to 2,999 3,000 to 3,999 


er- er- Per- Per- 
Per Income Per Income Income 


Income | cent 1 cent cent cent 





A dvertising $8, 557 57 $19, 548 §2. $35,232 
Circulation 1,719 4, 190 7 5, 416 
Job printing - 4, 685 : 11, 617 31 3, 585 
Miscellaneous - - 839 5.6 2, 606 6. ¢ . 349 


1 These are averages of percents for a number of surveyed newspapers and, hence, do not add to 100 per- 
cent. 


Source: Iowa State University School of Journalism 


TABLE 53n.—Newspaper gross income of small publications in Iowa 


{Average annual income] 


Circulation 


1,000 to 8,500, twin 


weeklies 3,500 to 7,000, dailies 


Income Percent Income Percent 


Advertising -_ -- inact a, . : $64, 503 $124, 909 67.7 
Circulation <a aient a : 12, 649 44, 528 24.1 


he, 


ae ca teeaieciattad i 5 17, 220 None None 
Miscellaneous.._....-.- ; ee ie . 2,811 None None 


Source: Iowa State University of Schoo] Journalism. 
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Tasie 6.—Largest 50 weeklies (in circulation) 


Newspaper Circulation | Newspaper Circulation 
La Grange (Ill.) Suburban | Blue Island (Ill.) Sun-Stand- 
i 19, 100 | ard ... 8,395 
Lockland (Ohio) Milcreek Val- | Bellefonte (Pa. ) Center Demo- 
OG POON anc ths tet ntiedbagin’ 15, 876 | ON aL aii de bin teieesen | OE 
Ardmore (Pa.) Main Line | Grosse Pointe (Mic h.) Press 8, 246 
a ee 15,311 | Honesdale (Pa.) Wayne Inde- 
Ridgewood (N. J.) Sunday | pendent — as kta 8, 150 
Pete oe ee tise 15, 235 | Milford (Del. ) “Chronic iii 8, 064 
Elmwood Park (Ill.) Herald___ 14, 050) Dover (N. J.) Advance 8, 018 
Red Bank (N. J.) Register 13, 880 | Roslindale (Mass.) Transcript. 7, 994 
Hamtramck (Mich.) Citizen__. 13,108} Newton (N. C.) Observer- 
Darby (Pa.) Ledger 12, 920 Enterprise___-_-. a pa ae , 988 
Pitcairn (Pa.) News-Express___ 12, 001 | Van Dyck (Mich. ) Review_ did 962 
Towson (Md.) Jeffersonian____ 11,000) Salem (Ohio) Farm and Dairy- 947 
Bismarck (N. Dak.) Capital___ 10,371 | Cheviot (Ohio) Press 874 
Towson (Md.) Union News___-~ 10,342) Pittston (Pa.) Dispatch 798 
Ridgewood (N. J.) MHerald- | Asheboro (N. CC.) Courier- 
Pee Eee se es 10, 185 Tribune 
3el Air (Md.) Aegis.___._____ 9, 801 | Sugarcreek (Ohio) Budget 
Newton (N. J.) Herald 9,718 | Riverhead (N. Y.) News-Re- 
Grosse Pointe (Mich.) News___ 9, 687 I a cian are ences beck nectanionataiael is 
Huntington (N. Y.) Long Is- Wildwood (N. J. ) Leader______ 
9, 676 | Mount Holly (N. J.) Herald____ 
Birmingham (Mich.) Eccentric. 9,551 | Scottsburg (Ind.) Giveaway__- 
Woodside (N. ¥.) Herald 9,411 | Media (Pa.) News-Comet 
Flemington (N. J.) Democrat... 8, 785 eee FS) ene ae 
ri ig (Tex.) Hows S, 64s Essex (Md.) Enterprise__—-_-_ 
Skokie (Ill.) News_----------- 8, 618 | Loves Park (Ill.) Mail___- 
Lapeer (Mich.) Press____----- 8,511) Patchogue (N. Y¥.) Advance____ 
Hollywood (Fla.) Sun-Tattler. 8,490) Arlington Heights (Ill.) Her- 
Somerville (N. J.) Messenger- ald__-_ _. %,340 


Gazette ; Gardena (Calif.) Valley News__ 7, 305 


NoTe.—In towns of 20,000 or under population, based on figures in 1955 Weekly News- 
paper Representatives Directory. 


782 
720 


~~ 


- 


713 
6038 
593 


Dt 
536 


AANA 


504 
472 
450 
, 060 


-~] = -] +] 





Source: Weekly Newspaper Representatives, Inc. 


Mr. ALExANpbeErR. I would like to call the attention of the Post Office 
Department and the members of this committee to the fact that he 
made a very fine statement dealing with second-class matters, which 
I think isimportant. I donot have copies to give out. 

The Cuatrman. Mr. Gray, we would be glad to hear from you. 


STATEMENT OF ARTHUR Z. GRAY, PRESIDENT, STREET & SMITH 
PUBLICATIONS, INC., NEW YORK, N. Y. 


Mr. Gray. Mr. Chairman, my name is Arthur Z. Gray. I am pres- 
ident of Street & Smith Publications, Inc. 

The CHarrmMan. Do we have copies of your statement, Mr. Gray? 

Mr. Gray. Yes, sir. You have. 

The CHatrrman. You may proceed. 

Mr. Gray. The company publishes 5 monthly magazines, 2 of 
which, Mademoiselle and Charm, are in the fashion field, 1, Living for 
Young Homemakers, is in the building, furnishing, and decorating 
field, 1, Astounding Science Fiction, in ‘the field its name implies, and 
| Rp oung Men, in the youth field. 

The company also publishes 2 annual sports magazines, Football 
Annual and Baseball Annual, 1 annual technical magazine, Air Prog- 
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ress, 1 annual youth magazine, Air Trails Models, and an annual 
almanac, Women’s Modern Home Almanac. 

These 10 magazines has a total annual circulation of about 30 mil- 
lion. ‘The company’s gross revenues in 1955 approximated $15 mil- 
lion; it uses about 18,000 tons of paper per year and has 426 employees, 
which by rule-of-thumb standards place it as a medium-sized 
publisher. 


The CHarrman. How much of your circulation goes through the 
mails? 

Mr. Gray. It is roughly 50 percent, sir, but it varies. 

But perhaps more than” any other publishing company in the coun- 
try, it 1s fitted to comment on the essentially ephemeral nature of the 
publishing business as it has just passed its 100th birthday. In its 
own experience, it has seen the ever-changing public taste dictate swift 
changes in the type of publications to be published and has been 
lucky enough to survive, although several times it was a very near 
thing. 

Some of you may remember the popularity of Horatio Alger, Frank 
Merriwell, Buffalo Bill, Ainslee’s, and others of our old titles. The 
sold millions of copies. But where are they now? The company’s 
whole history is best shown by a graph of peaks and valleys. In this 
it is typical of the industry as a whole although its graph is longer. 

To give you a more exact picture of what I am talking about, 
Street & Smith’s net profit before taxes, for the past 10 years, aver- 
ages about $400,000. But in that 10-year period, there were 2 2 years 
in which substantial losses were sustained. The peak year was 1946, 
when the effect of the war was still felt, but the aah ‘shows a sharp 
drop until 1950, the worst of the 2 loss years I have mentioned. The 
graph then begins to climb out of the red and into the black, finishing 
1955 with quite a respectable showing. But it must be remembered 
that the country as a whole is enoying great prosperity and we can- 
not claim our recent record is better than any other. Furthermore, 
we must be ready to face the specter of changes in public taste as well. 

What is it that causes such ups and downs? The man who can 
answer that question has yet to be born. All we know is that the 
publishing industry can only be classified as hazardous. And, con- 
trary to what you may have believed, as an industry it returns less 
to its owners than any other industry that I know of. In our own 

se the $400,000 average before taxes I have given represents only 
percent on the average gross business for the years involved. 
Ait taxes it represents a mere 2.2 percent. 

So much for the background. Now as to Street & Smith's S position 
on H. R. 9228. In 1955 our second-class postage cost us $310,000. 
But there is more than this involved. Our first-class postage 
amounted to $50,000, and our third-class, incurred principally in the 
never-ending drive to maintain our subscription goals, was $51,000, 
or a total of $411,000. 

I might add parenthetically hére that part of this total is the result 
of postal rate increases absorbed in the last few years. When we are 
told that there has only been a 3-percent increase in second-class rates 
about the 1932 level, we must keep in mind that the 1932 level lasted 
only for a very short period. Putting it another way, second-class 
rates are now more than 30 percent above the rates in effect in the 
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late 1930's. Perhaps there is a warning here that too much of an 
increase will defeat its own purpose. 

The increases proposed by H. R. 9228 would add, in 1956, $46,000 
to our second-class postage. These are rough figures, Mr. Chairman. 
An additional $46,000 would be added in 1957, or a grand total of 
$92,000 within 2 years. This represents 23 percent of our average 
net income before taxes for the past 10 years and 46 percent of that 
average after taxes. Increases in first- and third-class postage would 
enlarge this tremendous burden. 

We realize, of course, that all costs have risen in the recent past 
and that the Post Office Department has felt their impact as well 
as we. And you may ask why we should not look on the proposed 
additional postal charges as another example of increased cost of 
(loing business. I would have no answer to that question if the Post 
Office were in the same category as paper manufacturers or printers. 
But it is not in that category. We believe that the Post Office De- 
partment is, historically and in fact, a service run by the Govern- 
ment for the good of the people as a whole and that it should not 
impose confiscatory charges on those who render educational services 
to the public. The representative of the Magazine Publishers Asso- 
ciation will cover the educational feature of the publishing business, 
and I will not repeat it here. 

I thought he would be here before me so my original statement said 
that he had already covered it. I will change it and say that he will 
cover it. 

The CuatrmMan. He will be here next Tuesday. 

Mr. Gray. We also believe that the Post Office Department should 
not be required to pay its own way any more than any other govern 
mental department. T do not believe it has ever been suggested that 
the Federal revenue be reduced by an amount equal to any postal 
charge increase. The fact that no such suggestion has been made 
indicates that it has always been nec essarily implied that the Post 
Office shall be maintained at least in part, by public funds. 

As the representative of the Magazine Publishers Association has 
told you, the members of that association do not object to postal in 
creases per se. But they and we strenuously object to increases that 
will affect us so drastically when the bases upon which those increases 
are asked seem to us to be wholly erroneous. 

We are told that second-class mail sustains large losses in each fiscal 
year and that the proposals are designed to reduce this loss. But we 
are not told that those losses are computed upon the assumption that 
the thousands of post offices around the country which are out of date 
and represent an antiquated and excessively costly system of mail 
distribution must stay. 

We do not believe it is just to ask publishers who have any large 
stake in the matter, as have we, to pay more than they can afford 
so that such a system may be perpetuated. The Postmaster Gen 
eral, in his testimony before you, cited an example of a magazine whose 
circulation had increased by 100 percent in the last 23 years in spite 
of an increase in price from 5 to 15 cents, and whose advertising 
revenues increased in the same period by 400 percent and ae that 
such a magazine could well bear the proposed increases. If it is a 
typical example of magazines, as the Postmaster General stated it 
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was, I am certain that it is not returning to its proprietor an adequate 
return on his investment despite the increases in revenue and that the 
proposed increases of H. R. 9228 will take the same disproportionate 
amount of net income as in the case of Street & Smith. 

We must speak in relative terms and remember that increased. reve- 
nue cannot be taken alone. You may be sure the cost of doing business 
has kept pace. I am also certain that the apparent public disregard 
for the price increases was a condition antedating the widespread 
impact of television. I do not think that condition exists today. 

You may have been told by other publishers that they do not object 
to H. R. 9228. But I will venture the guess that in any such case the 
publisher involved did not have much at stake and regards the question 
as one de minimis. Those of us who would be vitally affected react 
as we must. 

In summary, Street & Smith believes that the proposals of H. R. 
9228 would unjustly burden its operations, that inferences of un- 
limited ability to pay have been made which must be refuted and that 
the Post Office Department should be regarded as any other govern- 
mental department. 

It is no simple matter for us to raise our prices. The best advice 
we can obtain is to the effect that we now charge all that the traffic 
will bear. H. R. 9228 would impose an insupportable burden on us 
and others. It should not be permitted to do so. 

The CHatrman. Are there any questions / 

Mr. Gross. I have just one question, Mr. Chairman. I will be very 
brief. 

Mr. Gray, where is Street & Smith located ? 

Mr. Gray. New York City. 

Mr. Gross. I thought so. You say in your statement that the 
Nation is enjoying great prosperity. I welcome this opportunity to 
inform some of you ‘New Yorkers that out in our part of the country 
we have a depression. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any other questions? 

Mr. Rees. Mr. Chairman. 

The CuarrmMan. Mr. Rees. 

Mr. Rees. Of course, Street & Smith’s publications are in business 
for profit, just as any other business? 

Mr. Gray. Yes, sir. 

Mr. Rees. Now, if it develops that second-class mail is not paying 
its way, certainly, as good businessmen, you would not want the Post 
Office Department to ‘subsidize your business, would you? I am not 
talking about other subsidies. I am talking about your own, because 
you are hard-headed businessmen and cer tainly would not want the 
Government to subsidize your business, would you! 

Mr. Gray. If we agreed with the Postmaster General that the Post 
Office is in the nature of a public utility, I would agree with that, but 
I do not think it is. I don’t think that the Post Office Department 
necessarily should pay its own way at all. 

Mr. Rers. As businessmen in business for profit, do you think that 
the Government, the taxpayers, ought to help carry on your business 
for you so that you can make a profit? Iam asking you that question? 
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Mr. Gray. If what we do is in the public interest and helps the 
public. 

Mr. Rees. I am talking about your own business. 

Mr. Gray. Iam talking about my business. 

Mr. Rees. You are not in business to help the public. You are in 
business like anybody else is, selling threshing machines or motorcars. 
You are in to make a profit, are you not ? 

Mr. Gray. Anybody who uses the mails is in that position. 

Mr. Rees. The man who sells Chevrolet automobiles helps the public 
because he sells them a fine new car, but you would not want the 
Government to subsidize the Chevrolet outfit, would you ¢ 

Mr. Gray. I have to answer your question with a question. Isn't 
anybody who uses the mails in the position of having a subsidy ? 

Mr. Rees. Well, probably that is right. 

Mr. Gray. What is the reason ? 

Mr. Rees. I am talking about those who are carrying on just for 
business purposes. 

Mr. Gray. Well, as I say, if I looked at the Post Office Department 
as a public utility, I wouldn’t have any answer to your question, but I 
don’t think it is. I don’t think it was ever intended to be one. 

Mr. Rees. Let me ask you this question. Do you think that the 
Government ought to use a part of its funds for the purpose of sub- 
sidizing or helping your business in dollars and cents? Do you think 
that we ought to use Government money for that purpose ? 

Mr. Gray. Again I will have to answer that with a question. Isn’t 
inost of that money 

Mr. Rees. [I am not asking you what it is not. I am asking you 
what you think about it. 

Mr. Gray. In order to give you my opinion, I have to ask you a 
question. Isn’t most of the money represented by the deficit really 
incurred by the fact that the Post Office Department by its very 
nature has to maintain a system which is bound to lose money ? 

Mr. Rees. It has to do what? 

Mr. Gray. It has to maintain a system of distribution that is bound 
to lose money. 

Mr. Rees. You think that because they have to have it that is the 
advantage, but, if you get the advantage, you have to pay for it. 

Mr. Gray. Are you suggesting that we pay a full amount? 

Mr. Rees. I said should you not pay a share? 

Mr. Gray. 1 think we are paying enough now. 

Mr. Rees. You are talking about second-class mail, are you not? 

Mr. Gray. Yes, sir. 

Mr. Ress. If it develops that second-class mail only pays about 20 
percent of its cost, would you not be willing to pay a little more of 
your share of that ? 

Mr. Gray. I don’t see any reason why we should pay more. I don’t 
agree that there should be any postal raise for any class of mail. 

Mr. Rees. Do you think that we ought not have any postage at all? 

Mr. Gray. The cost of all Government departments is going up. 

Mr. Rees. Is not this the situation briefly : that we have gone along 
here and you and others have built up your businesses on the theor v; 
of course, that you use the postal service to help you carry your busi- 
ness along. 
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Now we have come to a place where we find, by looking the thing 
over, that there appears to be a deficit of a considerable amount of 
money in second-class mail. 

Mr, Gray. There always has been. 

Mr. Rers. Wait a minute. When I was chairman of this commit- 
tee some years ago it was $150 million. Now it is $230 million. In 
other words, the more business second-class mail has transacted, the 
more it has cost the Government. 

Mr. Gray. I am not sure that a great part of that increase is not due 
to the increased costs of doing business. 

Mr. Rees. What is your idea of it, then ? 

Mr. Gray. I say that I am not so sure that the reason for this is 
not because second-class postage costs are more, but because of in- 
creases in pay and everything else, just as all Government depart- 
ments have had to absorb. They have not passed that on. 

Mr. Rees. We have spent more money for employment and trans- 
portat ion. 

Mr. Gray. Exactly. 

Mr. Rees. We spend more than we did then. 

Mr. Gray. So do all Government departments. 

Mr. Rees. I am asking if you would not be willing to go along and 
pay part of this increased cost. 

Mr. Gray. I don’t see why the Post Office Department should be in 
any position different than any other Government department. 

Mr. Rees. We are not getting anywhere. 

Mr. Gray. We are at cross-purposes. 

Mr. Rees. The more business you do, the more it costs the Govern- 
ment, and you say that that is all right. Are you paying your em- 
ployees any more money than you did, say, 10 years ago? 

Mr. Gray. No, we are in the very pec uliar position that our turnover 
is so great that our p: soit stays static. 

Mr. Rees. You do not pay your employees more ? 

Mr. Gray. Individual employees that stay with us longer, of « ourse, 
but the turnover continually keeps the gross amount down. That is 
immaterial for your purpose. Everybody else does pay more, yes. 

Mr. Rees. But your employment costs run about the same ? 

Mr. Gray. About the same. 

Mr. Rees. Is that because you do not employ so many people? 

Mr. Gray. No, because the turnover is very great and they stay : 
few years and then quit and we start somebody else at a lower figure. 

Mr. Rers. What about your other costs of operation ? 

Mr. Gray. Terrifically increased. 

Mr. Rees. Well, how much more is your paper? 

Mr. Gray. Another 7 percent paper increase coming April 1. 

Mr. Rees. You are going to pay that? 

Mr. Gray. There is no alternative. 

Mr. Rees. That is right. 

Mr. Gray. And, if you gentlemen decide to increase the postal rates, 
we will have no alternative there. 

Mr. Rees. Except that here we are dealing with your own Govern- 
ment, your taxpayers. I wonder whether, rather than put that extra 
cost on the taxpayers generally, you would not be willing to pay part 
of it in your business w when you are doing a good business? 
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Mr. Gray. What is the sense of absorbing only a small part of 
this loss? 

Mr. Rees. I mean just that small share. You ought to absorb more, 
but I want you to absorb a share of it. That is all. 

Mr. Gray. You are picking up a very small percentage of the loss 
and having a serious effect on the ¢ ompanies. 

Mr. Rers. We would consider it quite a little here. 

Mr. Gray. If it has a serious effect on the publishing industry as a 
whole, and it will, you have to decide whether or not picking up a 
small percentage of the loss is worth the impact that it will have 
on the publishing business. 

Mr. Rees. You will just let the Government pay it. Is that your 
idea ¢ 

Mr. Gray. Exactly. 

Mr. Jomansen. Mr. Chairman. 

The Cuarmman. Mr. Johansen. 

Mr. JoHansen. Do I understand that the point that you are making 
is that the other departments do not charge fees? 

Mr. Gray. Mr. Maginnis pointed that out clearly. 

Mr. JoHANsSEN. You made a reference to the fact that in the other 
departments there was no charge. 

Mr. Gray. If I did, I was inadvertent. I did not mean to. 

Mr. JoHANSEN. Let us see what you said in your concluding sen 
tence. You say that— 

* * * the Post Office Department should be regarded as any other Government 
department. 

What did you mean by that? 

Mr. Gray. That it costs more to run any other department of gov- 
ernment now than it did 5 years ago. As far as I know, no suggestion 
has been made that the Department of Commerce, for instance, should 
charge for services to reduce its loss. There is no reason why the 
Post. Office should. 

Mr. Jonansen. Is it not true that no other department makes 
charges for its services on the scale and in the manner that the Post 
Office does? 

Mr. Gray. That is only historic. 

Mr. Jonansen. Is that not true? 

Mr. Gray. It is perfectly true. 

Mr. JoHANSEN. It seems to me — the ultimate logic of your argu- 
ment, whether you intended it or not, is, in effect, “If we are going 
to run the Post Office Departme ni like every other department, there 
should not be any charge for any postal service’ ? 

Mr. Gray. That is carrying it a little far because I don’t think 
vou could cut it off right now. I admit that that is one conclusion of 
the argument. 

Mr. Jonaxsen. How far do you want to carry it / 

Mr. Gray. I don’t see any reason why we don’t admit right now 
that the Post Office Department is always voing to bear a substantial 
loss. 

Mr. Jonansen. Are you suggesting that we tolerate that substan 
tial loss becoming ever and ever more substantial / 

Mr. Gray. If you don’t, then we are going to have this year after 
vear after vear continuing postal increases and, as I pointed out here, 
the pub lishing business cannot bear it. It cannot bear that. 
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Mr. Rees. How can you bear the other costs that are increasing? 

Mr. Gray. We are seriously worried about it. 

Mr. Rees. I see. Do you not charge any more now than you did 
some years ago for these publications? 

Mr. Gray. A very little bit more. We have increased our cover 
prices from 25 cents to about 35 cents, about 6 years ago. In all but 
one of our annuals, we charge 50 cents. 

Mr. Rees. Do you charge any more for your advertising than you 
did 10 years ago? 

Mr. Gray. Advertising is keyed to circulation, as you know. In 
some cases we charge more and in some cases we don’t get as much. 

Mr. Rees. Do you get more for your advertising now than you did 
10 years ago! 

Mr. Gray. In some cases we don’t. It depends upon the circulation 
of the individual magazine and the intangible value of the magazine. 

Mr. Rees. Now, if 5 years ago the deficit was a certain percentage 
of the total cost of operating, and we assume that that percentage was 
fair and equitable then, do you object to maintaining the same ratio, 
or are you willing that the ratio of deficit to the total operating costs 
shall be permitted to rise unchecked from now on out ? 

Mr. Gray. I don’t think that the amount that is paid for the postal 
service should be increased at all. 

Mr. Rees. Regardless? 

Mr. Gray. If you admit that the Post Office Department by its very 
nature must be cumbersome. I will bring up the RFD. I don’t criti- 
cize the RFD at all. I know it must exist, but if you have this sort of 
system 

Mr. Rees. You had a system when the percentage of the deficit was 
a certain amount. You are now proposing that this deficit continue 
to be unchecked, that it can increase as costs increase, and you are 
going to have no checkrein on it in the form of any increase of rates 
to try to maintain that ratio. Is that what you are advocating ? 

Mr. Gray. Precisely. 

Mr. Rees. Yes. 

Mr. Jouansen. I am glad to have the record show this. 

The Cuatrman. You certainly display a strange attitude as a re- 
sponsible businessman. Here you are president of a large corpora- 
tion which publishes 10 magazines with a total circulation of 30 mil- 
lion copies, and the gross revenue of your company was over $15 mil- 
lion in 1955. You admit that all your other costs have gone up. Your 
freight bills have gone up, have they not # 

Mr. Gray. Yes, sir. 

The Cuarrman. Your press bills have gone up ? 

Mr. Gray. They have. 

The Crairman. Every other cost of operation has gone up? 

Mr. Gray. Exactly. 

The Cuairman. And naturally, the Post Office is losing more money 
on account of carrying your magazines and you say that you do not 
care how much that loss is. 

Mr. Gray. This is the same question, and I answer it with a question: 
Don’t all Government departments cost more money now ¢ 

The Crarrman. You are in business for profit, are you not? 

Mr. Gray. Exactly, but the Government is not. 
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The Cuarrman. You are a businessman and you want a free ride 
from the Government and want them to subsidize your business. 

Mr. Gray. Isn’t it one form of subsidy to maintain the type of mail 
distribution that we have? 

The CuairmMan. Well, you publish Mademoiselle and Charm. I 
have never seen one of them. I do not know how cultural they are, 
but I just do not understand your philosophy, to be perfectly ‘frank 
with you, in coming here as a prominent businessman and making the 
statements that you have made. It is just almost incomprehensible 
to me. 

Mr. Gray. How could I oppose this bill without carrying it to what 
Mr. Johansen suggests is the logical conclusion that no increase should 
exist? Otherwise, I wouldn’t be here. 

Mr. Rees. If it develops that it cost a certain amount to carry second- 
class mail 10 years ago and even tlien we were carrying it at a deficit, 
and that now it is costing a good deal more than that to carry it, you 
still think that the Government ought to just go on and pay the extra 
cost ? 

Mr. Gray. The cost of Government all over has increased. 

Mr. Rees. Yes. 

Mr. Gray. Exactly. 

Mr. Rees. If it happens to be that your publications were carried 
for a certain figure 10 years ago, you say that they ought to carry 
them at that same figure now, is that right? 

Mr. Gray. Yes, I do; exactly. 

Mr. JoHansEN. Mr. Chairman. 

The Cuarman. Mr. Johansen. 

Mr. JowanseEn. Is it your argument that the Post Office Department 
or the Government were overcharging on their postal rates 5 years 
ago or 10 years ago? 

“Mr. Gray. I don’t know. I suppose that we have to draw the line 
somewhere. Perhaps they were. I don’t know that. 

Mr. JoHansen. Is it not the inescapable force of your logic that 
they were overcharging if the ratio that they maintained then is not 
one which we are not ‘willing to maintain now ? 

Mr. Gray. Not historically, because it developed that way. It is 
something that we have with us, but how are we to know? If this 
one starts and if the costs of the Post Office Department keeps going 
up, are we to continue to pay the percentage that you suggest ? 

Mr. JowanseEn. I think the record is clear. 

The Cuairman. What do you do if your freight rates continue to 
go up and your press rates? 

Mr. Gray. That is something over which we have no control. For- 
tunately, we have the chance to come down here and make ourselves 
heard. 

The Cuarman. That is all. 

Is there any other witness scheduled for today who has not been 
heard? If not, the hearings will be recessed until 10 o’clock tomorrow 
morning. 

(Thereupon the subcommittee recessed at 4:15 p. m. to reconvene 
at 10 a. m. on Friday, March 23, 1956.) 


av, 
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FRIDAY, MARCH 23, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrick AND CiviIL SERVICE, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarman. The committee will be in order. 

This morning the hearings will be continued on H. R. 9228. The 
first witnesses this morning are appearing in a group, Mr. D. B. 
Snyder, chairman, Smaller Magazines Postal Committee, and pub- 
lisher, Atlantic Monthly, Boston, Mass.; Mr. Richard Smith, of the 
W. R. C. Smith Publishing Co., Atlanta, Ga.; and Mr. Lawrence Bell, 
J.K. Lasser Publishing Co., New York, N. Y. 

You gentlemen proceed in your own order. I don’t know which one 
wants to make a statement first. 

Mr. Snyper. Chairman Murray, we would like to have our at- 
torney, Robert Saltzstein, sit at the table with us. 

The CuHarrmMan. That is perfectly agreeable. 

Who desires to make the first statement ? 


STATEMENTS OF D. B. SNYDER, CHAIRMAN, SMALLER MAGAZINES 
POSTAL COMMITTEE, PUBLISHER, ATLANTIC MONTHLY, BOSTON, 
MASS.; RICHARD SMITH, W. R. C. SMITH PUBLISHING CO., 
ATLANTA, GA.; LAWRENCE BELL, J. K. LASSER PUBLISHING 
CO., NEW YORK, N. Y.; AND ROBERT SALTZSTEIN, ATTORNEY, 
SMALLER MAGAZINES POSTAL COMMITTEE 


Mr. Snyper. I will. 

Chairman Murray and members of the committee, we all appre- 
ciate the opportunity to appear before you today and hope that we 
may be able to contribute something constructive. 

At the outset, let me say that we do not appear before you in any 
spirit of blind opposition; we are mindful of a very real postal 
problem. 

Unfortunately, if all the reasoning put before vou is carried to its 
logical conclusion, we feel that the smaller magazine industry of 
America, the periodical press, is in serious jeopardy. This is because 
rates could ultimately be advanced as much as 300 percent and 400 
percent. 

Perhaps the seriousness with which we view this problem is under- 
lined because we see the same arguments used in favor of rate in- 
creases now which were used in the past, and each time, we take an 
increase only to have more and more proposed later, with the same 
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premise: The post office has a “deficit”; automatically raise postal 
rates, and it seems to us, particularly second-class rates. 

First of all, let me state what our committe defines as a smaller 
magazine. Anything under approximately 250,000 in mail cirecula- 
tion is removed from the giant category which has been called to your 
attention. For every Saturday Evening Post, there are hundreds of 
smaller publications. 

These magazines rely on the mails almost entirely; they are not 
generally sold on newsstands; they do not have multiple points of 
entry. Many of them carry enough advertising to already pay their 
way, based on the 50 percent disc ount theor Vv advanced by Mr. Stans, 
and some pay their way per copy even without any such discount. 

Approximately 150 magazines, putting out from : 300 to 400 individ- 
ual magazines, support the efforts of our committee to try to bring some 
order out of the present postal problem, and still survive. These en- 
terprises pay income taxes, and go through the mails at the zone rates. 
They are published for profit, yet they compete for advertising with 
larger magazines, and with publications published not for profit. 

We are the first to feel cutbacks in adv ertising, and it is harder for 
us to adjust to constantly increasing costs than for larger enterprises. 
This is the inherent difficulty faced by smaller enterprises generally, 
but we do not complain about that. And still we want to see sensible, 
long-term postal policies developed, even if they involve eventual rate 
increases. 

There are approximately 25,000 second-class entries, we understand. 
Believe me gentlemen, they are not all Life, Colliers, or Saturday 
Evening Post. Thousands were exempt from the increases you passed 
in 1952, , and are exempt from increases you are now consideri ing. 

We do not know the exact figures, but many more are exempt than 
are published for profit. The last time we checked the statistics in 
Standard Rate and Data, we found approximately 1,800 general, farm, 
business and professional papers silished for profit. Of these, less 
than 30 had mail circulations in excess of 1 million, and less than 100) 
had mail circulations in excess of 250,000. 

It is conceivable that there are as many as 7,500 periodicals going 
through the mails at exempt rates, assuming 24,000 second-class en- 
tries, half newspapers and half magazines. This may be one rea- 
son why the constant reference to the second-class deficit adds fuel 
to the flames, but does not solve the problem. 

Gentlemen, the money just isn’t there as far as we are concerned, 
and the proposal before you doesn’t raise it, because it hits so very 
few in the present second class, and being small, it hits us hard- 
est. 

We have mentioned exempt or preferred publications. In each of 
the illustrations which follow, I wish to make clear that we do not 
object to the preferment; we just do not like the cost of it charged 
to second class as a whole. Here are four magazines, each one of 
them a most worthwhile publication. Each goes through the mails at 
preferred rates; each carries advertising. 

Here is the National Geographic, circulation 2,184,421; the Amer- 
ican Bar Association Journal, circulation 55,187; here is the Journal 
of the American Medical Association, circulation 165,036; here is the 
American Legion Monthly, circulation 2,749,598. 
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These fine publications and others too numerous to mention com 
prise a tremendous part of all second class; their rates have not been 
increased at all, even when our committee came in here and supported 
30 percent in 1952. Now, the additional deficit created because these 
rates were maintained at existing levels in 1952 is charged as addi 

tional deficit to those of us who are paying higher rates and who are 
also paying income taxes. 

This despite the fact that on a per-copy basis, as said earlier, some 
. us are paying the per-copy costs the Department says it costs to 

‘arry us. Is it any wonder that we feel it necessary to come to Wash 
inate and ask for a redefinition of mail classes before we are asked 
to take further rate increases which can’t possibly solve this problem ‘ 

Is it any wonder that we become alarmed when, after taking in- 
creases, these are minimized, and the same arguments used in 1951 for 
increases put into effect in 1952, 1953, and 1954 are again presented 
in 1956? What worries us hugely is the very fact that ‘the bill before 
you would legislate these inconsistencies and inequities permanently. 

That is w hy we are unalterably opposed at this time to any Postal 
Rate Commission. The bill is entirely too broad, it seems to us. Yes, 
it speaks of policy of Congress. What policy? As you, who are law- 
yers, so well know, in the event of constitutional attack on the present 
bill, the hearings at which it is considered become of importance in 
judicial consideration. 

There is no hearing on a Postal Rate Commission ; this is a proceed- 
ing, quite properly -alled, to consider specific rate-increase proposals, 
but the bill is entitled “Temporary Rate Increase Act of 1956,” and 
the Rate Commission is supposed to carry forward later additional 
increases using the same reasoning now used to justify immediate rate 
increases, 

Let’s take it forward. Does this mean that merely because a com- 
mittee of the Post Office Department arbitrarily selects 50 percent as 
a discount. for the degree of deferment accorded second class that this 
be final? Why are night- letter rates and night-telephone rates more 
than_50 percent less than day rates ¢ . 

Why is Railway Express considerably more expensive than rail 
freight? We do not say 50 percent is not the right figure; we do say 
this is not the time to determine it permanently without the most ex- 
tensive kind of testimony by experts from within and without the 
Department. 

We say this welcoming as we do recognition by the Department that 
second class is at least a deferred service and should be so accounted 
for. But, unfortunately, in the next breath the second-class deficit is 
referred to as though there were no discount at all. 

Does the Rate Commission idea mean that every time there is a 
salary increase for postal employees, rates must automatically be 
adjusted upward? If so, this will be unfair both to postal employees 
and those who use the mails. Yet, reading of the bill and the Depart- 
ment’s supporting testimony w ould make us so believe. What we see 
before us in this bill is a never-ending spiral without any real right of 
petition. 

Does it mean that those of us paying zone rates, and recently ab- 
sorbing second-class increases, are going to keep this up forever, de 
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spite the fact that we believe there are more publications going 
through the mails at preferred rates than at paid rates? 

Does it mean that the countr y is automatically to accept the concept 
that the Post Office Department is a business, while every other depart- 
ment is a service? Much has been said on this subject already in this 
hearing; no doubt others will speak more about it. We have always 
maintained that the Post Office Department is part business and part 
service; it is business and it is government—a mixture. 

If there is a public-service function, then some credit, some policy 
for this public service, must be determined, and applied equitably to 
all classes of mail. How much this credit should be, we do not know, 
but certainly it is highly dangerous to legislate a postal rate commis- 
sion without making ‘this determination in advance. 

We know that great strides have been made toward postal efficiency. 
No doubt more can and will be done, and we have no criticism of the 
present. postal management on this score. Yet, the bill for a commis- 
sion before you would assume the present level of postal efficiency, and 
instruct this commission to adjust rates on this basis. We respectfully 
disagree. 

Mr. Chairman and members of the committee, these are just a few 
of the unresolved policy problems before you. Certainly until they 
are resolved, in a hearing devoid of specific rate-increase suggestions, 
delegation of the ratemaking power to three men clothed with the 
arbitrar y authority to adjust } postal rates to unlimited levels is a dele- 
gation of power so broad as to perhaps be confiscatory, a tampering 
with the constitutional right of freedom of the press and freedom 
of speech as to evoke the most serious concern on the part of all who 
think about it. 

There may be merit to the idea of special expert staff, attached 
either to this committee or the Senate Post Office Committee; there 
may be merit in the idea of a properly limited postal rate commission, 
but in our opinion, no such proposal is before you. 

We vigorously oppose the one that is. Yet, if you determine that 
this idea should be carried forward later, we would be most happy to 
work with you, to testify before you. Perhaps that kind of hearing 
would be a step forward in finally determining postal policy of per- 
manence. For we do agree that this is what is needed. 

Mr. Richard Smith, of Atlanta, president of the W. R. C. Smith 
Publishing Co., and speaking for Mr. William Rooke, southern chair- 
man of our committee, has some points to make concerning our views 
on the specific rate increase proposal before you. Mr. Smith? 

The Cuamman. The committee will be glad to hear from Mr. 
Smith. 

Mr. Smiru. Thank you very much, Mr. Chairman and members of 
the committee. I want to speak in behalf of my own company, which 
has published business magazines since 1905, and also as a member of 
the smaller magazines postal committee. 

I would like to make my stand clear at the outset of my testimony. 
If some of the inconsistencies in the present postal bill, and some policy 
we can all live with, are developed, we would not be opposed to rate 
adjustments provided they are spread out over a long period of time. 
I think that 1s the same stand we took before, Mr. Chairman. 

‘Two of my company’s publications are Textile Industries and 
Southern Automotive Journal. Here is Textile Industries. It isa na- 
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tional publication; that is, it serves the textile industry of the Nation. 
Southern Automotive Journal is a regional publication; it serves the 
automotive industry in the South and Southwest. 

On Textile Industries, we paid the post office 4.58 cents per copy 
for mailing the February issue of Textile Industries to our United 
States subscribers. 

Mr. Rees. Anywhere in the United States? 

Mr. Smirn. All over the United States. 

Mr. Rees. How much? 

Mr. Smiru. 4.58 cents per copy. 

Mr. Rees. How heavy is it? 

Mr. Smiru. It was a little over a pound. This is very close to what 
the Department says it costs to carry one piece of second-class mail as 
shown on their chart 20. It should be borne in mind that this post 
office cost includes the thousands of publications that travel at pre 
ferred rates. 

We believe that this publication and many more pay their own way, 
even without any discount for deterred service. Having already taken 
a 30 percent increase in postal rates, we find it difficult to understand 
why we should now be asked to take an additional 30 percent, and still 
be subject to the same kind of reasoning for further increases, either 
before this committee or before a rate commission. 

Perhaps second-class rates should be increased, but certainly not 
more than we can stand over a reasonable period of time, and certainly 
not until all other classes are raised, including first class, which was 
not increased in 1952, and not until all the preferred publications are 
entirely removed from second class and put into an entirely new 
category. 

In this connection, as a starter, we urge this committee to seriously 
consider H. R. 311, which establishes fifth-class mail, and puts into 
this new classification all preferred publications. 

I would like to bring to the attention = the newer members of this 
committee an up-to-date example of a case we presented in 1953. 
Here is the March 1956 issue of Surgery, Gynecology, and Obstetrics, 
the official journal of the American College of Surgeons, and here is 
the March issue of American Journal of Surgery. I would like you 
gentlemen to look at these, if you would. 

The magazine Surgery, Gynecology, and Obstetrics is the official 
journal of the American Colle ge of Surgeons, published by the Frank 
lin H. Martin Foundation, of Philadelphia, a nonprofit organization 
not subject to income-tax payments. Here is the March 1956 issue 
of the American Journal of Surgery, published for profit by Yorke 
Publishing Co., of New York, and subject. to income-tax payments. 
Fifteen dollars is the annual subse ‘ription rate for both publications. 

Mr. Rees. You say the subscription price is $15? 

Mr. Smirn. Yes, sir; each. 

Mr. Rees. How much does it cost to mail it? 

Mr. Smiru. We will get to that in just a minute. The profit pub 
lication weighs 1 pound 2 ounces. The nonprofit publication for 
March weighs 1 pound 15 ounces. 

Both publications are professional; both compete for advertising 
from the same accounts. The American Journal carries 23 percent 
advertising and the preferred publication carries 31 percent. The 
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American Journal pays zone rates of up to 7 cents per pound for its 
advertising portion, whereas the nonprofit or association publication 
enjoys a flat rate of 114 cents per pound for both reading and adver- 
tising portions. 

Does that answer your question ? 

Mr. Rees. Not quite. I understand the subscription price of 
American Journal and Surgery is $15? 

Mr. Smirn. Yes, sir. 

Mr. Rees. I was asking you how much it costs to send a copy through 
the mail anywhere in the United States? 

Mr. Snyper. About 3 cents, I think. 

Mr. Sairi. 2.97 on one, and 2.9 on the other, but if the larger 
publication in volume had been the same size as the profit publication, 
it would cost about half as much. 

Mr. Rees. I was just thinking it looked like a pretty good bargain 
to send that magazine anywhere in the United States for 3 cents, if 
that is it. 

Mr. Smirn. Both of them you think? 

Mr. Rees. Especially when you get a $15 subscription for it. 

Mr. Smiru. The asserted eh ig deficit would be very much 
less if class 5 mail were established, and all preferred publications 
placed within it. No proposal to do something about this problem 
has been put before you by the Post Office Department. 

Indeed, the Department made quite a point of the fact that these 
preferred rates would not be coe ed. So, those of us who are try- 
ing to pay our own way, who are trying to help solve this problem, 
are faced with the argument: Look at the second-class deficit, raise 
rates and make it up. And part of,that deficit, as much as $60 
million, is from preferred publications. 

Congress removed the cost of franking and penalty mail as a cost 
charge able to the Post Office Depar tment. W hy not take from second 
c lass | the extra costs assessed to it because of this $60 million, acecord- 
ing to the very interesting chart appearing on page 10 of Assistant 
Postmaster Albert J. Robertson’s current testimony before this 
committee. 

Then, determine that portion of the public service, or governmental 
cost of the Department as a whole, which should be credited to second 
class. Then settle on a figure, possibly 50 percent, for deferred serv- 
ice, and it will be found that many publications published for profit 
do go far toward paying their way right now. 

We arrive at the $60 million tigure by including $44 million from 
exempt publications, $1,800,000 from exempt classroom publications, 
and $13,300,000 from free-in-county ; a total of about $59,400,000. 

The Cuairnman. There would still be a deficit of $172 million in 
second-class mail if you set aside these losses on these publications 
which have this special rate—nonprofit publications. 

Mr. Smrru. That is true, sir. 

Speaking again for my own company, let me say that we do desire 
to pay our fair share of the postal rates. We don’t want any special 
consideration. We welcome the establishment of the ieineagle: for 
the first time that second class is a deferred service, and must be given 
some discount therefer. We sincerely congratulate Mr. Stans for a 
least putting forward 50 percent, whether it be right or wrong. It 
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most certainly should be considered from every standpoint, perhaps it 
should be more; perhaps less. 

But this is not the whole story. One of the factors in ratemaking 
must be ability to pay. Because of long-term subscription obligations, 
because we are smaller companies less able to make quick adjustments, 
any increases must be spread out over a reasonable length of time. 

Then we can budget for them and plan accordingly, once they are de- 
termined as reasonable. As to what might be considered reasonable 
within this concept, we have asked our committee’s accountant, J. K. 
Lasser & Co., to make a determination. 

I present Mr. Lawrence Bell, a partner in this accounting organ- 
ization. Mr. Bell? 

The CuarrmMan. The committee will be glad to hear from Mr. Bell. 

Mr. Bety. Thank you, Mr. Chairman and members of the commit- 
tee, my name is Lawrence Bell. I am a certified public accountant 
in New York and a partner in J. K. Lasser & Co. 

For over 30 years, we have specialized in the accounting and cost 
problems of a great number of magazines. These include, large and 
small, general magazines and business papers. We also advise several 
magazine associations as to cost and accounting problems of the 
industry. 

We prepare statistical reports for the members of these associations. 
[ have been asked by the smaller magazines postal committee to appear 
before your committee and to testify as to cost trends in the magazine 
industry. 

In analyzing the multitude of magazine-cost statistics that we have 
in our office we find that the average yearly rise in the costs of maga- 
zine publishing during this period have been as follows: Salaries have 
gone up an average of 4.8 percent a year. Printing has gone up an 
average of 4.4 percent a year, and paper 5 percent. 

The CuammMan. That is over a period of how many years? 

Mr. Beit. Over a period of 5 years, sir. 

The Cuairman. That is the average for each year over a 5-year 
period ? 

Mr. Bett. Yes. We took the total increase over the 5-year period: 
in the case of salaries, 24 percent; printing, 22 percent; paper, 25, 
which has been an average of the figures that we show here. 

In publishing, the major elements of costs are salaries, printing, and 
paper, from the standpoint of ratio and relationship to other costs. 
This is a personal-service industry, and so your payroll costs are very 
high. These ratios are based upon the comparable volume of business 
for the 5-year period since 1950. 

Current discussions with numerous publishers, including our clients, 
indicate that they expect this trend to continue during the next few 
years. This is especially true of printing and paper, and many sup- 
pliers have already informed publishers of increased prices ranging 
from 314 percent to approximately 5-percent increase for the cur 
rent year. 

It seems only reasonable that since this has been the experience of 
publishers over the last 4 years, during which rate increases of 30 per- 
cent have been absorbed, and because of e xpe ‘ted increases in other 
costs over the vears to come, that if there is to be any increase at all 
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in second class, that it be spread over a very long term of years, and 
on a compar able basis. 

Since 5 percent exceeds the percentage increase in other elements of 
publishing costs, it would be our suggestion that any rate increase be 
limited to 5 percent in any one year. 

The CuarrmMan. Over what period of years would you recommend 
the 5 percent ? 

Mr. Beit. This would come later, sir. 

The Cuarman. All right. 

Mr. Brevi. Since this particular problem has really been with us 
since 1879, and since there are so many unresolved accounting problems 
involving total postal operations, 30 percent spread over a 6-year 
period would appear to be in line with other costs the industry must 
absorb, Even this will cause serious dislocations and possible publish- 


ing interruptions for many smaller publishers. 

This would mean that over a 10-year period from April of 1952, 
those publications published for profit would have paid an increase 
of 60 percent, which is greater than the average yearly increase in 
normal publishing costs. Any increase, whenever passed, must, in 
our opinion, be spread out over as long a term as possible, and at no 
higher rate than anticipated increases in other costs. 

This is extremely important to the smaller magazines postal com- 
mittee because of the careful budgeting which is necessary in magazine 
operations today. Mr. Snyder ? 

Mr. Sxyper. In concluding, let me say a word about the general 
problems faced by smaller publishers, and particularly the Atlantic 
Monthly. 

Smaller magazines are vulnerable because their operating margins 
are usually very small. In the nature of the case, magazines of smaller 
circulation can derive very little support from newsstand sales. With 
a selective magazine, newsstand distribution must be held to a mini- 
mum; otherwise, the return of unsold copies brings on red ink. 

Deprived of substantial newsstand revenues, smaller magazines are 
forced to depend on subscription income and an increase in second- 
class rates immediately jeopardizes this primary source of support 
for the smaller magazine publisher. At best, a smaller publisher's 
margin per subscription unit is relatively small. Since his editorial 
product appeals to a selective audience, the smaller magazine pub- 
lisher must use selective selling, and the sales cost per unit of selective 
selling always runs very high; hence, his margin after 
relatively low per subscriber. 

The advertising revenue of a smaller publisher is squeezed by the 
economics of the printing press. The original cost of getting a page 
on press is the same whether you print 10,000 impressions or 10 
million. For the smaller magazine publisher, the cost of making 
ready and plating a page of advertising runs disproportionately high 
and leaves him with sharply diminished returns per unit of adver- 
tising sales. 

It must be obvious from all this that the smaller magazine publisher 
has already tried every trick in the book to bolster his margins, by 
charging every cent the traffic will bear. And since his subscription 


sales cost is 
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and advertising rates are already at the point of diminishing returns, 
a hike - one ige rates leaves him with four alternatives: 
Absorb the increase out of slender margins. 
. Absorb the increase out of ¢ apit: al. 
3 Hope to increase volume over a period and recoup capital 
losses. 
4. Shut up shop. 

When you apply the above analysis to the operating figures of the 
one magazine where I know the score—namely, the Atlantic Monthly 
there is the way it looks: Our fiscal year ends on April 30. For fiscal 
1953, the Atlantic Monthly magazine’s net operating balance, before 
taxes, ran $4,248: for fiscal 1954, $4,004. For the fiscal 1955, the 
Atlantic Monthly magazine ran $17,903 in the red. Significantly, our 
advertising income in fiscal 1955 was down by $35,000 and we were 
paying higher second-class rates. 

For the fiscal year ending this April 30, our advertising volume 
is somewhat better than last year and it aie now as if we should be 
able to break even. 

Sut in practice, there is only one way for the Atlantic to absorb 
even modest second-class increases, and that is to increase our volume. 
However, our experience proves that for smaller magazines like the 
Atlantic, volume increases come in limited amounts, roughly 5 per- 
cent per annum, spread over a series of years. 

So here is how the Smaller Magazines Postal Committee sums is 
up: 

First, we believe that there are too many unresolved postal policy 
problems to permit establishment now of the proposed Postal Rate 
Commission. 

Second, because second class has recently absorbed a 30 percent 
increase, we believe that no further increases should now be enacted 
if all other classes are not raised simultaneously. 

Third, we believe that a new category of mail should be established, 
removing from second class all exempt or preferred categories now 
within second class. We specifically urge approval of H. R. 311, 
establishing fifth-class mail as a way to achieve this result. 

Fourth, we believe that prompt determination should be made as 
to what percentage of the Post Office Department’s total operating 
cost aa be considered a cost of Government and how much should 
be determined as a public-service cost. Once this determination is 
made, we believe that all classes of mail should receive a fair credit 
for the Government portion of expenses charged to that class of mail. 

Fifth, if each of these steps are taken, we would recommend to the 
smaller magazine publishers that they accept a principle of a 5 percent 
increase per annum spread over 6 years. 

In the event something resembling the program we have outlined 
is not enacted, we then urgently request this committee to find some 
way to recognize the special problems confronting smaller publishers. 
We hasten to add that we do not desire any special treatment, and 
our ultimate desire is to pay our way, regardless of the accounting 
methods used. 

At the same time, we hope that we shall no longer be charged with 
items not ours, and if this is to continue, then we would respectfully 
request sympathetic consideration of the special prob] lems which do 
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indeed face smaller publishers generally. We do not know how this 
can be done—perhaps some formula recognizing smaller circulations, 
or smaller income, can be developed. 

Mr. Chairman, we hope that this ever recurring problem can be 
totally solved so that no special treatment will be necessary. We do 
commend the Post Office Department for the contribution it is making. 

We hope that the Department, as time goes on, will recommend 
steps to correct inequities which the bill before you simply serves to 
perpetuate. We do hope that your deliberations will help bring about 
some of the things we advocate; in the event, you will certainly not 
find us in opposition to reasonable postal rate increases. 

The Cuarrman. As I understand it, all you gentlemen are in agree- 
ment that an increase of 5 percent over a period of 6 years would be 
acceptable to your association of small magazine publishers, provided 
there was adequate increase, also, in first- and third-class rates? 

Mr. Snyper. That is part of the proviso, Chairman Murray. | 
think you would know, just thinking about it, that a group as diverse 
as we represent, people whom we see and people who are contributing, 
would have quite a divergence of opinion and quite a divergency of 
problems. You can understand how Mr. Smith, here, with publica- 
tions on zone rates, contributing per copy and per pound, a very high 

rate, feels differently about it “from some other publishers, but the 
one thing that we all feel unanimous about is that this mortgage that 
is overhanging us is a real concern, the asserted deficit, because we 
believe we are signing on for a long time here, and the time to express 
your concern, it seems to us, about the amount of the mortgage and 
the terms of the mortgage is before you start making downpayments. 

This asserted deficit provides the club to beat you with in dimen- 
sions that would really throttle many small magazines if it is 
implemented. 

Mr. Rees. There is nobody trying to club anybody. 

Mr. Snyper. When you hold up a magazine and say this magazine 
is falling far, far short of the amount it ought to be paying, you have 
used a club, I think. There is duress in that. 

It adversely affects the most important thing every magazine pub- 
lisher has, and that is the confidence of readers, and if you destroy 
that sense of integrity, if vou create the idea that a magazine pub- 
lisher is a piker, then it seems to me you are really using that as a club. 

The amount of the mortgage hanging over us is of very real con- 
cern with this group because it has in it, since we are signed on for the 
duration, the chance of really putting small magazines right up 
against it. I don’t know if I have expressed myself adequately, but 
that is the point we feel strongly about, and on ‘that point the whole 
group sees it one way, that it is not equitable for this group to be pay- 
ing more and having the payment on your mortgage credited only 
partly to you, but partly to the other fellow’s mortgage. 

Mr. Rees. I can’t think the Atlantic Monthly is ‘being mortgaged 
in respect to the legislation we are considering right now. It may be 
the other way. 

Mr. Snyper. No. Here’s the National Geographic. 


Mr. Rees. Let’s talk about the Atlantic Monthly just for a minute, 
a very fine magazine. 
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Mr. Snyper. My proposition is that when we pay a 30 percent in- 
crease, part of that is being credited to the deficit which this magazine 
creates when it goes through. It is as simple as that. 

Mr. Rees. Let’s talk about the Atlantic Monthly for a minute. 
What percent of the entire cost of publishing the Atlantic Monthly 
is postage / 

Mr. SNYDE rk. Postage is about 4 percent of our gross operating cost. 

Mr. Rexs. So it is 4 cents out of every dollar that goes for postage. 

Mr. Brvan. That is right. That is a true statement. 

Mr. Rees. I know it is. That is the reason I want to get it. No. 
2, then: During the past 10 years, or even 5 years, you have increased 
your costs a good leal in other respects, haven't you 

Mr. Snyper. [ can give you the exact figures, if you would be 
interested in them. They are not as high as we have paid on increases 
in postage. 

Mr. Rees: You mean it costs less otherwise than for postage? 

Mr. Snyper. Here are the increases which the Atlantic Monthly 
has absorbed in the recent years. I think it documents the point, 
and I have the supporting evidence for this. 

In paper increases, from 1949 through 1956—and I have used 1956 
because I am starting in 1949 in the riddle of the year—we are a 
a total of 45 pere ent. That is a 7-year span which works out at 61 
percent per annum. 

Printing increases: From 1943 through 1956, which is a span of 

13 years, we are up 35 percent, or 3 percent per annum. 

Our second-class increase, — 52 through 1956, which we are paying 
is in 4 years 30 percent, or 7144 percent per annum. This is not a 
new argument, I suppose, but i is perfectly true that our postage 
bill is 4 percent of our dollar. 

However, that bill is 100 percent and more of our profit, and that 
is an equally true statement, gentlemen. As a matter of fact, it is 
so much more than our profit that in a year when you are operating 
in the red, you are put to it. 

Mr. Rees. As I understand it, as a businessman you want to pay 
your share of whatever it costs the Government to handle your busi- 
ness for you? 

Mr. Snyper. That is right. When we came in here in 1952, we did 
not oppose increases. We tried to explain the reason why it should 
be spread out, and I think our position this time is exactly that. 

We are terribly concerned. The same argument meets us each time, 
and until we know what the mortgage is, it seems to me we are ill- 
advised to not complain about that angle of the thing. 

Mr. Rees. If it costs more to carry on this business with you and 
for you, ead’ t you expect to pay more / 

Mr. Snyper. I have admitted that. 

Mr. Rees. I don’t think anybody is trying to beat you or anybody 
else over the head, as you say. | ‘don’t think that is intended at all. 
We have a problem here to try to work this thing out. The Post- 
master General calls our attention to the deficit in the postal service. 

He offers a proposal for our consideration here, and so you come 
in here and tell us why you think it ought to be increased or not, 
whatever way you feel about it, and then we are trying to get your 
views, and others, without beating anybody over the head to do i 
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Mr. Snyper. I feel we are being beat over the head, and I tried to 
-tate my reasons for feeling that way. 

Mr. Rees. Are you in favor of increas ing postage on first-class mail ? 

Mr. Snyper. I certainly am, and I assume that : spread over a period 
of years, we ought to sign on and have second-class increases. 

The Cuamman. And also third-class? 

Mr. Snyper. I think it goes across the board 

The Cuatrman. I want to compliment you gentlemen on your at- 
titude here this morning. You have been most fair and more helpful 
and more constructive than some witnesses who have appeared before 
us this week. 

We have had some witnesses here representing large business publi- 
cations who seem not to want to cooperate and are opposed to any 
kind of increase. I want to conipliment Mr. Smith on his*statement 
on page 6 of your combined statements. He said: 

Perhaps second-class rates should be increased, but certainly not more than 
We can handle over a reasonable period of time, and certainly not until all 
other classes are raised, including first-class mail, which was not increased in 
19524 

[ just want to say that I appreciate the position you gentlemen 
take. I realize your interest in it, but I think you are trying to be fair 
and constructive before this committee. 

Mr. Beitxi. T would like to make one statement, if I may. Of 
course, publishers today have the great problem of budgeting ex- 
penses and this is getting to be quite serious, and more publishers are 
very conscious of the rising of all costs and the need to budget prop- 
erly. 

They have to do it over a considerable period of time ahead of the 

actual operations, and knowing what an increase would be, then they 
can take this in. They get this from their printers, as a rule. The 
printer lets them know 6 months ahead of the time their contract is 
going to expire what the increase is going to be, paper usually, 
although sometimes they do that almost immediately, but the seri- 
ousness of budgeting operations, in order to make a profit, especially 
in your so-called class magazines, or specialty magazines, is quite ap- 
parent. 

Among many of our clients, we have special types of publications 
that have a difficult time getting their portion of the advertising dol- 
lar. They have to be very careful of their expenses. They have to 
know what is going to come in the future. That is one of the points 
that we are presenting here. 

Mr. Rees. Of course, every business has that problem to some ex- 
tent. 

Mr. Bey. Yes; that is very true. 

Mr. Davis. Mr. Chairman, I have been extremely impressed by 
the sound logic of the facts which these three gentlemen have presented 
to our committee this morning. 

Nobody can hear that testimony and have any other feeling except 
that here are three upright, honorable, truthful American business 
people who are here to present their side of the postal rate discussion, 
ind they have presented us with some very sound and worthwhile 
facts. Speaking for myself, I want to say that I appreciate the fair- 
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ness of their attitude and I have been most favorably impressed with 
what they have had to say, 

The CuarrMan. Thank you, judge. 

Mr. Lesinsxi. Mr. Chairman, | want to accept what the gentleman 
from Georgia, Mr. Davis, said. I think he is quite correct. 

There are a few questions, though, that have struck me that we do 
not have the answers to as yet. M: Lybe the gentlemen can give us an 
idea of what their thinking is on this partic ular thing. 

That is in regard to preferred publications. You mention you 
would like to see H. R. 311 incorporated as part of the bill, to set 
aside preferred publications as a separate group for the purpose of a 
definite determination as to what is the cost to the Department. 

Mr. Snyper. That is right. 

Mr. Lesinskt. In line w vith that, if a preferred publication gets into 
the adve ‘rtising media, doesn’t that become a profit organization, irre- 
spective of w hat the profits are used for ¢ 

In other words, it 1s not publishing any more for the dissemination 
of information, but for the purpose of getting more funds into its 
treasury. 

Mr. Snyper. It is my understanding that as long as the company, 
the association behind the publication, is not a profitm: aking organiza- 
tion, any profits arising from the publication of the magazine are not 
used for income-tax purposes and, therefore, they are “exempt or in 
the preferred class. 

Mr. Lesinskr. Do you think a determination should be made of 
what a profitmaking corporation is? 

Mr. Snyper. I didn’t have that in mind. The proposal which we 
made, and the one which is embodied in H. R. 311, it seems to me, 
loesn't cost anybody a dime, meaning that it doesn’t reduce the reve- 
nue of the Post Office Department. 

We are not proposing to make any reduction in the revenue or any 
change in the rates at which magazines like the National Geographic 
pays through the mail. It is very easy to be misunderstood on that 
point. 

I lost my copy of the Geographic last night because I sat up reading 
it. I think it is a wonderful public ation, and we all do. As a tax- 
payer, I am proud of the fact that a microscopic part of my taxes go 
to making it possible, through the preferred classification, for the 
Geographic to have a low price and reach 2 million people. I think 
that is wonderful, 

1 wouldn't change that, but when it comes to the cost-accounting 
aspect of the thing, it seems to me that every time we pay 30 percent, 
part of it is ¢ redited to the deficit cre: ated by this organization, or thi- 
operation, because of the way the thing is set up, and it wouldn’t cost 
anybody a dime to change that. 

Mr. Rees says, “Well, “that is only $60 million.” Well, that is a lot 
of money when you apply it. If you use Mr. Stans’ yardstick, we are 
$91 million in deficit. If that $60 million were given the 50 percent 
discount, and applied against that, it brings it down 3314 percent. 
It would drop this $91 million to around $60 million, and that is not 
a negligible amount. 

The Cuairman. You don’t mean $91 million; do you? 
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Mr. Snyper. The deficit in revenues as projected here on second class 
with the 50-percent discount is the $91.6 million. 

The CuairmMan. On a 50-percent basis? 

Mr. Snyper. Yes; pulled down by 50 percent. Now, if you take out 
of that $91 million 50 percent of the $60 million w hich is listed in the 
other, you have brought the $91 million down to $60 million, which 
is about 3314 percent reduction. 

That reduces the face of the mortgage very considerably, gentlemen. 

Mr. Lestysxr. Mr. Snyder, w hat I had reference to were the re- 
marks of Mr. Smith. Isn't it true that a preferred publication that, 
let’s say, has a parallel to one of your publications, gets into the ad- 
vertising features of it and is hurting you indirectly because of the 
preferred treatment, or because it can spread its profits to a greater 
degree than you can, and incidentally, is affecting your publication ? 

That is what I am trying to drive at. None of us wants to take out 
preferred treatment of publications. I am trying to bring out this 
point: How does this affect you as a publisher competing with the 
magazine of preferred mail? 

Mr. Snyper. This is my personal opinion. As far as the postage 
situation is concerned, it complicates it because they are not paying 
the increases which we are, and yet they are figured as part of the 
deficit. If it is going to be made up, it is going to be made up on the 
profit publications. 

As far as the competitive relationship is concerned, this periodical 
business is a varied one. It is highly flexible. I suppose there are 
individual cases where the existence of a preferred publication of a 
learned society makes it difficult for a privately owned one to compete, 
but where they can, I think you w sah let nature take its course. 

That would be my own personal opinion. 

Mr. Lestnsxt. Let’s say you have two publications. One is pre- 
ferred and one is not. They both put out a million copies, say, monthly. 
One postal cost is $5,000, we will Say, and the other one is $10,000. 

You pay $10,000 and they pay $5,000. In a year’s time, it is $60,000. 
They can show a profit, whereas your paying $10,000 a month will 
show a deficit. 

Mr. Snyper. That is perfectly true. 

Mr. Lestnskr. By their making a profit, and you having a deficit, 
eventually where will you be? 

Mr. Snyper. It depends on how much of a market, I suppose, there 
is in the field whether the periodical that is in the unequal competitive 
position can survive or not. There are cases where they are surviving. 

Mr. Lestnsxi. You brought those two magazines up today and, 
although comparatively they are the same size, one was paying almost 
twice as much as the other. 

Mr. Snyper. That is right. 

Mr. Lestnsxr. That is what I am driving at. The question is, how 
far can we go with preferred mail? If we go too far, and they are 
in competition with you, eventually you, the independent—let us put 
it that way—will be completely out of the market and Congress will 
have to provide f for all these people eventually. 

Mr. Snyper. Personally, I doubt whether it would go too far. 

Mr. Lestnski. I know, but what I am driving at is the fact that there 
might be that certain possibility of this thing going not quite that far, 
but to a certain extent. 
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Mr. Snyper. The thing that I hesitate to do is make a generalization 
on that subject. It is conceivable to me that there are inequities in 
certain spots in the preferred arrangement as it now stands, but I 
wouldn’t want to generalize about that. 

By and large, I rhave a feeling with regard to the preferred publica- 
tions that I get either professionally or at home that the special rate is 
justified. 

Mr. Lesinsk1. They do render a service. 

Mr. Snyper. You would have to take one magazine at a time, or 
one situation at a time. Generalizing, I feel as I do about the Geo- 
graphic, that is, 1 am proud of my part of any tax dollar that goes 
to make that thing possible. I have pride in that. 

Mr. Lesinsx1. I like the National Geographic, too. I think it is a 
very fine magazine. 

Mr. Snyper. Look at the accomplishments of the organization. It 
is on a par and, well, we have a right to say superior ‘to some of the 
things that are ‘maintained by governments abroad, and it reaches a 
phenomenally large number of people. 

Mr. Lestnsk1. The only thing I was trying to bring out, Mr. Snyder, 
is what effect might these preferred publications have upon you as 
a publisher in the long run. I just want a determination from you, if 
possible, on that point. 

Mr. Snyper. We have to compete with them for advertising; there 
is no question about that. It seems to me, generally speaking, that the 
way the publishing world is now set up, competition is something that 
we ought to live with and not object to. 

Mr. Lesinsx1. Thank you, Mr. Chairman. 

Mr. Atexanper. Mr. Chairman? 

The Cuatrman. Mr. Alexander. 

Mr. Avexanper. I was rather intrigued with your statement of the 
profits and losses of the Atlantic Monthly over a 3-year period, show- 
ing you were in the red in 1955. Is there any particular explanation 
for that ? 

Mr. Snyper. Yes. You will say, “Then why go on?” There is 
some inducement to go on when you are within 5 issues of having 12 
times 100, which would make 100 years’ publication of the Atlantic 
Monthly. 

You have to hang on. We — that we can gradually increase 
our volume—we can’t do it overnight—to absorb the costs. 

Mr. ALExANDER. How old is the Atlantic Monthly ¢ 

Mr. Snyper. It will be 100 years old, 100 times 12, which would 
make it 100, with the November 1957 issue. 

Thank you for the opportunity for the plug. 

The CuHatrman. Glad to see you get a plug for your magazine. 

Mr. ALExanver. Do you have most of your publishers drawing 
salaries ¢ 

Mr. Snyper. Actually, the people who own the magazine equity are 
none of them on the pay yroll. 

Mr. ALexAnper. In other words, it isn’t just a paper loss. The 
magazine actually operates in the red ? 

Mr. Snyper. That has not been true over 100 years, but it has been 
very, very difficult. For magazines like the Atlantic Monthly, it 
has been very, very difficult to absorb the increases since the war, be- 
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cause you can’t put your volume ahead fast enough to absorb it, and 
that is what you are stuck with. You believe that - you can; otherwise, 
it is hopeless. 

Mr. Atexanper. I was also interested here in the preferred non- 
profit magazines, the advertising rate of a nonprofit organization, in 
competition with a magazine in ‘public enterprise, such as yours. Do 
you have a standard ate on advertising ? 

Mr. Snyper. No. It would be controlled by a number of factors, 
and it would be competitive. 

Mr. ALExANDER. Would the fact that they don’t pay an income tax 
give them an opportunity to have an unfair advantage in rates? 

Mr. Snyver. It helps, of course. It helps; however, you work that 
out in the market place, I think. 

Mr. ALexanper. Would that be a factor in your not operating at a 
profit ¢ 

Mr. Snyper. I would not see any exempt publication competing 
with us so far as our volume of business is concerned to any disastrous 
extent. We all compete with each other in that respect, but to no 
disastrous extent. 

Now, if you were in a very small market, and you have 1 book 
that is nonprofit and 1 book that is for profit, then you have a very 

tight competitive situation, and if it survives, then the elements of 
adjustment must already exist there, but it does give the advantage, 
of course, to the chap who is not paying the higher ] postage rate. 

I think for the most part, that advant: age is not used to put the 
other fellow out of business, but to have money left over with which 
the operating expenses of the organization are buttressed. That 
would be my understanding. I have never worked for a nonprofit 
organization. 

Mr. Avexanper. What was your reasoning in your second recom- 
mendation? You would only be willing to accept a raise in your rates 
gracefully providing all other classes were raised. 

Would you go into that a little deeper / 

Mr. Snyper. I don’t want to monopolize this. I may sound theatri- 
cal about the size of this mortgage. I think that we are all in this for 
the long haul. 

Mr. ALexanper. In speaking about the mortgage, are you talking 
about—— 

Mr. Snyper. About the size of deficit and the larger the deficit of 
the whole Post Office Department, the more our part of it is increased, 
it seems to me, even if you make 50 percent discounts and it looks 
to me as though it is in the interest of the publishing group, it is in 
the interest of ¢ itizens, to cope with this deficit situation as construe- 
tively as we can, and it is obvious, it seems to me, that only by an 
increase in first-class rates do you make any real dent in the mortgage 
that overhangs the whole postal operation. 

That is why I think it is sound and why we should use our influence, 
as we have in our publications, to say that an increase in first-class 
rates is a reasonable and desirable thing. I think that is the position 
of most of the smaller publications. 

You don’t get 100 percent agreement on a thing like that. 

Mr. ALexanper. What do you think would be a reasonable amount 
for second class to pay, percentagewise, providing the increase was 
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taken gradually enough that it could be absorbed without any 
difficulty ? 

Mr. Snyper. You are speaking of a whole group, and it is uneven, 
but I think the soundest reasoning comes out of what Larry Bell’s 
figures show, that we have the ability to take about a 5 percent increase 
a year. We have been doing that in other directions. 

Mr. Avexanper. Do you ‘think that eventually second class would 
bear 75 percent of the mailing providing it went up 5 percent a year 

Mr. Snyper. I don’t quite get your question. You mean keep at it 
that long? 

Mr. ALEXANper. Go up 5 percent a year until you have reached ; 
maximum of 75 percent of the cost of the maith ing. Would that ws 
unreasonable ? 

Mr. Betz. I might answerthat. Yes, I think it would in some cases. 
We have publishers that we represent who would be put out of busi 
ness, because 75 percent would probably mean an increase of 200 per 
cent or 300 percent in the present rates on the basis of the Postmaster 
General’s figures. 

There are many magazines who are not making very large profits, 
and I am talking about specialty magazines, even with sizab le circula- 
tions and sizable volumes, and that is hard to believe when you look 
at some of your large general magazines. 

We have one in the office which has a postal bill of second-class 
postage close to $600,000 a year, which makes about $40,000 before 
taxes. If you increase the postage bill on that company even 100 
percent, there is no doubt it would fold up. 

Mr. ALexanper. Do you have any suggestion as to what a good, 
workable rate would be in second-class matter, that the industry, as a 
whole, could stand ? 

Mr. Smitrn. Mr. Alexander, I think we are going around in circles 
here. 

Mr. ALexanper. If the Congress is to establish a policy here on how 
much each class is to pay, we would like to have the opinion of the 
people in the business as to how much they feel they ought to pay 
and can pay and do their part. 

That is all I am asking. 

Mr. Smirn. Let me see if this will make the point, then. If you take 
General Robertson’s figure here, and take out the $60 million, that 
leaves you $112 million, which you say, Chairman Murray, is a 
deficit. 

The CratrmMan. $172 million. 

Mr. Sniru. If you take out the $60 million, though. Let’s take the 
$172 million which he claims doesn’t carry its weight. fy other words, 
then, reexamine the nonpreferred papers that are left in. I think | 
find on my textile paper that I am more than paying my way. 

Of my six other books, some of them probably are not, but if they 
are not carrying their load, then we are willing to absorb an adjust 
ment and we are willing to absorb it over a re asonable le ngth of time 
up to 30 percent. 

Mr. ALExANnpER. Don’t you feel, though, that the publishing indus 
try, as a whole, would rather that we establish some definite policy 
while we are at it that would be fairly permanent ? 

Mr. Smirn. Yes, sir. 


75403—56———_24 
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Mr. Arexanper. As I understand the testimony of the Post Office 
Department, the second-class mail in 1955 was paying 22 percent of 
the cost of the handling of second-class matter. 

Would you go along that over a period of time it could be raised 
to 50 percent if it was only raised 5 percent a year ? 

Mr. Smiru. I would not like to look more than 6 years ahead. That 
isa long time, Mr. Alexander. 

Mr. Atexanper. You did say, though, that you would go 6 years 
at 5 percent rate ¢ 

Mr. Smirn. If you absorb these other things and find we actually 
deserve that. 

Mr. Snyper. I think that question is a direct way of raising the 
issue that I am trying to raise by using the figurative language of the 
size of this mortgage, because it relates itself as to how long we have 
to keep going on this, how long is the duration, and my own feeling is 
that the point which this committee advanced, differential pricing, 
was developed by us in trade magazines, not a new idea, but that went 
into the testimony here in 1951 very eloquently. 

It is not a new idea, and certainly we didn’t have a patent on it. We 
did bring it in. But now we find that the Department is saying “Yes.” 
They didn’t discover it yesterday—they knew it before we did—but 
they are giving that a 50-percent value. 

“The deferment and the special handling, the packaging, the bag- 
ging, the sorting, and so forth, that the publisher provides is worth a 
50-percent discount.” Well, I wouldn’t want to step into the argu- 
ment and say that it isn’t worth at least that much, since the Post Office 
is In a position to give those intangibles a reasonable valuation. 

My tendency would be to say I wonder if they put it high enough, 
but I wouldn’t want to go the other direction on it and say it only ought 
to be 25 percent, and then go up to 75 percent. 

Our feeling, also is that their 50 percent, or their differential pric- 
ing, starts from the premise that the Post Office is 100-percent business, 
because that is the basis of the initial postulate; it is 100-percent busi- 
ness. Then you divide it and get it back, or name what is left as a 
deficit for the other department, among all the classes, you see. We 
feel, I am sure, that some amount—that has always been agreed, it 
seems to me—of the Post-Office operating should not be regarded as a 
recoverable business expense. 

We are not saying how much that ought to be, but that something is 
there, and that that ought to be determined in addition to this 50 per- 
cent and prorated back to first class, second class, third class, and right 
straight through. 

I don’t know whether it is $10 million or $100 million, but in theory, 
I think that certainly there is something in the way of an ascertainable 
Government expense in operating the Post Office that is not recognized 
when you take the total expense and farm it out among all the classi- 
fications, collect what you have, and call the balance a deficit, so we 
wouldn’t want to go along with the 50 percent until we are given some 
credit, or at least we are satisfied that some weight has been given to 
that factor. 

Do I make myself clear ? 

Mr. Atexanper. I would like to associate myself with Judge Davis 
in commending all of you gentlemen. I think you certainly have given 
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a lot of thought to this, and I think certainly that you have given us 
some ideas that will be helpful. 

The Cuairman. As I understand you gentlemen, you are not in 
any way criticizing the preferential rate that is now being given to 
the nonprofit charities, religious and patriotic organizations. 

Mr. Snyper. Not at all. It is going to be very easy to be misunder- 
stood and hooked on that one. I can’t see why this would cost anybody 
a dime. 

The CuarrmMan. You are saying that this approximately $60 mil- 
lion which is the deficit in that class mail should be taken out of the 
second class. 

Mr. Snyper. That is it in a nutshell. What harm is there in doing 
it¢ It doesn’t cost anybody a penny. 

The Cuamman. Any further questions? Mr. Gross. 

Mr. Gross. Mr. Snyder, I am sorry that I haven’t been able to be 
here for all of the testimony. I understood that you would establish 
a new Classification for second-class mail. 

Mr. Snyper. Yes. It is expressed in H. R. 311. 

Mr. Gross. And put preference mail in that? 

Mr. Snyper. Yes. 

The CuatrmMan. Nonprofit mail. 

Mr. Snyper. Yes. 

The CHatrman. You are not talking about first-class mail? 

Mr. Snyper. No, no. 

Mr. Gross. No. I said second class. 

Mr. Snyper. Yes. 

Mr. Gross. Then would you appropriate from the general funds to 
cover the deficit accruing from this preference mail, or would you 
spread the deficit that is now attributable to nonprofit mail over to 
the other categories on the basis of a rate increase? 

Mr. Snyper. If the answer is “Yes,” you should pay it out of public 
funds. That is the way it is being done now. 

If the answer is that you ought to collect it piecemeal from profit 
publications, then our costs, in the eyes of this group, would be not 
what it costs us to go into ‘the mail, but enough more that you are 
making a profit on it t and can defray the expenses, and that, we think, 
could be unfair. 

Mr. Gross. As a general policy, would you say that it ought to be 
paid from the general funds of the Treasury or through the process 
of a rate incre: ise ? 

Mr. Snyper. That is what is being done now. 

Mr. Gross. Except that it isn’t chargeable directly to preference 
mail. It isn’t set out and the expenditure charged directly to that 
class of service. 

That is correct; isn’t it? 

Mr. Snyper. That is right, but honestly, it should be, as I view it. 

Mr. Gross. I think that is right. 

Mr. Snyper. It is now charged to second class. 

Mr. Gross. But are you advoc ‘ating a rate increase instead of an 
appropriation from the Treasury ? 

Mr. Snyper. No. I really feel sincerely about the Geographic. I 
am proud of the small amount that I am paying in taxes to make it 
possible for that group to price that magazine at, I think, $4 a year, if 
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I remember. I am not sure. It reaches 2 million people. It is the 
publishing phenomenon of the country, and weighs a lot, of course, 
with beautiful paper and beautiful printing. 

Mr. Cepersurc. Mr. Chairman, I just want to associate myself with 
the remarks of the chairman. I think your statement has been a good 
statement, and forthright. 

I am a little concerned about this preferential treatment of some 
of the publications. I certainly wouldn't want to do away with them 
in any way, as I stated. However, I think the degree of preferenc eis 
something that ought to be open to question because, for instance, sir, 
us to your magazine that you send for 4.8 cents, there is a proposed 
increase on that. 

Here is the American Journal of Surgery. How much does that go 
for: do you recall 4 

Mr. Suirn. It was about 2.93. 

Mr. Cepersure. And we aren't proposing any increase—— 

Mr. Smitw. You are for that one. 

Mr. Cepersers. On the big one, we are not proposing any increase, 
so if we Increase all the others, then our degree of preference to some 
magazines becomes greater. 

Mr. Snyper. That is another way of saying my pet point. 

Mr. Cepersurc. If we could justify sending this for a certain re- 
duced amount several years ago, we ought to be able to justify a certain 
Increase even in this preferenti: al mail, because it is already getting 
some preference, so as We Increase other magazines, and don’t do it to 
this, the degree of preference becomes greater and it can reach the 
proportion where it gets out of hand. 

I have no quarrel with the preference at all, but I think we ought 
to keep the degree of preference within certain bounds. Just one 
other thing that I wanted to state, too. 

When we are discussing the postal deficit, I am concerned a little 
bit about the fact that we don’t take all of the postal costs into consider- 
ation. 

I brought this point up before. For instance, we don’t take any 
consideration for the depreciation of the postal buildings. Nothing is 
applied to the postal deficit or the cost of the Post Office for the pen- 
sions that are paid for the employees of the Post Office Department. 

It is in an entirely different section of the Government altogether, 
so if we took all of these things and put them together, the Post Office 
deficit wouldn’t be $500 million. It would be tremendously larger than 
that. 

Even if the post-office rates were so that they were breaking even at 
the present time, we would still be rendering a public service to the 
people by costs that are placed in other areas of the Government, and 
are not adequately shown in the Post Office Department. 

As an accountant, you are aware that you couldn't operate a busi- 
ness that way. 

Mr. Bett. That is right. 

Mr. Ceperserc. You have to have all your costs where they belong. 

Mr. Smiru. That is right. 

The Cruarrman. Mr. Rees. 

Mr. Rees. In line with what Mr. Cederberg says, isn’t it a fact that 
there are a number of so-called intangibles that are not considered 
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when we talk about this deficit; that is, on the other side of the books, 
just as he suggested, for the buildings, and the nontaxable angle, and 
all that ¢ 

Of course, we pay it the other way around in our taxes, but we aren’t 
considering that. Tasked Mr. Snyder what percentage of your opera- 
tions your postage cost was, and he said 4 percent. 

What I was trying to drive at—and I know you are talking about 
the breaking point an increase of the 50 percent we have here in 
your postage is 30 percent of that 4 cents. 

Mr. Snyper. It is about $15,000. 

Mr. Rees. I am talking on a percentage basis. 

Mr. Snyper. Yes, and that 1s more than 100 percent of our profit. 

Mr. Rees. I am talking about this 30 percent, which isn’t so bad 
when you think of 30 percent of the 4 cents. 

Mr. Snyper. Mr. Rees, I don’t think that I have a leg to stand on 
in saying that we shouldn’t undertake to live on the post-office end 
with the same kind of increases we are willing to live with and can 
live with as to the printer of the paper. I think that is a forthright 
attitude on the thing, and a correct one, and those figures are thus 
and so. 

That is the gist of what I have tried to say. 

Mr. Rees. That is all. 

The CuarrmMan. Thank you very much, gentlemen. 

Mr. John C. Vaughan, president of the National Council on Busi- 
ness Mail, Inc. All right, Mr. Vaughan. 


STATEMENT OF JOHN C. VAUGHAN, PRESIDENT OF NATIONAL 
COUNCIL ON BUSINESS MAIL, INC. 


Mr. Vaveuan. My name is John C. Vaughan. I am a resident of 
La Grange Park, Ill. I am appearing here today as the representa- 
tive of the National Council on Business Mail, Inc., of which organi- 
zation I am president. I am also president of Vaughan’s Seed Co., 
Chicago, 11. 

The reason I am appearing today is that 95 percent of our members, 
approximately, are small businesses and cannot afford to come to 
Washington to present their views on this bill. 

For the benefit of the new members of the committee who may not 
be acquainted with our organization, | wish to state that the National 
Council on Business Mail, Inc., is a nonprofit organization with a 
membership representing about 58 different types of business enter- 
prises as set out on the frontispiece of this presentation. Some are 
in manufacturing, others in retailing and wholesaling—all extensive 
users of the postal services. 

First, I want to thank Chairman Murray and the members of the 
committee for allotting the time for us to appear today and giving 
us an opportunity of expressing our views. 

I would like to say that in appearing here today, it is our purpose 
not to obstruct or confuse, but to ee nt some information on postal 
rates. Our organization, since 1924, has actively participated in con 
ferences and discussions on postal matters with the Post Office 
Department, and before congressional committees. 
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Our objeciives always have been to promote improvements and 
many of the suggestions initiated by us have been successfully incor- 
porated in the postal service, thereby increasing and extending its 
usefulness for the greater benefit of the American public which it 
serves. 

Brit H. R. 9228 


TITLE 1 


First-class mail: We are not opposed to an increase in first-class 
mail as the rates have not been increased since 1932 and the proposed 
increase would not impose any undue hardship on the individual 
citizen, private business, or the community. 

However, the first-class mail rate increases as embodied in H. R. 
9228 are considered by our members as too drastic and we recommend 
that this portion of the bill be amended to a rate of 4 cents for the 
first ounce and 3 cents for each additional ounce. We believe this 
recommendation will produce sufficient revenue without any disturb- 
ance to the national economy. 

Airmail: We are not opposed to the increase for airmail as em- 
bodied in this bill. 

Second-class mail: The National Council on Business Mail has no 
comment regarding second-class rates. 

Third-class mail: Many of our members are small-business con- 
cerns who operate on a small margin of profit and cannot avail them- 
selves of newspaper and national magazine advertising. Their only 
mediums of obtaining business is through third-class circulars and 
catalog mailings and to a comparatively ‘limited area. Since the in- 
ception of this mail these small businesses have found their very 
existence is dependent upon this type of mail. 

I am sure that you will agree that the third-class mailings have 
developed a very considerable volume of both first-class mail, fourth- 
class mail, and special services. 

It must be recognized that the small-business form of advertising is 
a single 1 page circular or a small catalog where a minimum charge 
per piece is a high percentage of or equal to the cost of the adv ertising 
material. Any increase in the minimum charge of such mailings 
would require small businesses to drastically curtail their mailings 
and, as stated by many of our members, would force them out of busi- 
ness. Such a result would start a chain reaction that would seriously 
affect the economy of our small-business institutions. 

Book rate: The National Council on Business Mail is not opposed to 
the increase in the book rate as embodied in this bill. 


TITLE II 


Establishment of the Postal Commission: We are opposed to the 
establishment of such a Commission as it takes the ratemaking out 
of the hands of Congress where we believe it rightfully belongs. 
This has been borne out in previous testimony of the council where 
we felt that all rates, including the fourth class, should be set by only 
one body—the Congress. The United States Post Office is a govern- 
mental agency controlling the mails of this country and a branch of 
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the Government which affects the economy of the Nation, and as such 
should be controlled by the Congress of the United States. 

The Cuairman. Mr. Vaughan, I am glad to see that your organiza- 
tion has somewhat modified its position recently. It has, has it not‘ 

Mr. Vaucuan. I might say that we are not in 100 percent agree 
ment on this statement. 

The CHatrman. What did you say about the second-class mail 

Mr. Vaucuan. We don’t comment on second-class mail. 

The CHarrman. When was this little pamphlet put out by your 
organization, entitled “Facts About the National Council on Busi- 
ness Mail, Inc. A Non-Profit Organization . . . Founded in 1924”? 

Mr. Vaucuan. That was a year ago, I think. We were looking for 
new members at the time. 

The CuatrMan. You state your objectives: 


SECOND-CLASS MAIL DEFEAT THE CURRENT EFFORTS TO INCREASE POSTAGE RATES 
ON NEWSPAPERS AND MAGAZINES 


You discuss fourth-class catalog mail and want to reduce the rates. 
You want to reduce c. 0. d. charges. Yousay: 


The National Council on Business Mail, Inc., has successfully campaigned for 
the following: 

Maintenance of 3-cent postage rate on first-class mail without change since 
1932. 

Establishment of cost ascertainment by classes of mail by the Post Office. 

Reduction of publishers’ second-class rates following the great depression of 
932, and the maintenance of this lower rate until 1951. 

Pound bulk rate postage for third-class mail in 1928. 

Maintenance of the third-class rate without change from 1933 to 1945, includ 
ing both minimum and bulk rates. 

A 50 percent reduction in 4th-class catalog rates in 1939, which was main 
tained at lower than 1933 levels until 1951. 

General improvement in postal operations, modernization of equipment, and 
transportation methods, through constant collaboration with the Post Office 
Department. 


Then you go on to state your current objectives : 


THIRD-CLASS MAIL 


Defeat the proposed increase on addressed third-class bulk mail from 10 to 14 
cents per pound. 

Defeat any increases in third-class letter rates. 

Defeat the proposed increase on minimum rates of addressed and unaddressed 
third-class mail from 114 cents to 2 cents per piece. 


I am glad to see you have changed some of the objectives. 

Mr. VauGHuan. Yes, sir. 

The CuarrMan. You sent out a letter to your members not long ago. 
I have a mimeographed copy of it: 


Once again the time is here when we must ask for a renewal of your member 
ship in the National Council. A memorandum invoice covering your dues for 
1955 is attached. 

Although Congress adjourned without passing legislation calling for increases 
in first-, second-, and third-class rates, we still have this threat facing us when 
Congress reconvenes in January 1956. 

The National Council and its staff are busy working on our campaign for the 
next session to * * *, 

Prevent any legislation being passed to increase postal rates. 


That was a rather arbitrary position that you assumed back then: 
was it not? 
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Mr. Vavueuan. I think so. I think things have changed and we 
have changed our position. 

The Cuarrman. I notice you sent out a letter to your members on 
February 27, 1956, just about a month ago, he: ided “Will you take 
just one day out of your busy schedule to help Operation Pe st Office, 
1956?” 

















We need your voice, your thinking—we must know your views and needs—to 
do the job your National Council is pledged to do: 
* * * to act against rate increases proposed in this session of Congress. 


It goes on then to announce a meeting that you are having this week 
in Chicago; 































The annual meeting of the National Council and Business Mail, will 


begin promptly at 10:30 a. m. on Wednesday, Mareh 21, 1956 * * * 


Ine., 


Then you outline your program and discuss the various classes 
of mail. 

You say that you are now for an increase of first-class mail to 4 
cents on the first ounce, is that ¢ orrect ¢ 

Mr. Vauguan. That is correct, sir. 

The Cuarrman. What is you attitude on third-class mail 

Mr. Vaueuan. Well, we oppose any increase in third-class mail. 

The Cuarrman. On what grounds ? 

Mr. Vauauan. Well, as we read here. I don’t think I can add any- 
thing to it. 


The CrarrmMan. I do not understand why you opposed it. 


Turrp-Ciass Man 


M 


Many of our members are small-business concerns who operate on a small 
margin of profit and cannot avail themselves of newspaper and national magazine 
advertising. 


r. VAUGHAN (reading) : 


The Cuarman. What percentage of your members are small- 
business concerns? 

Mr. Vaveuan. Approximately 95 percent. 

The Cuairnman. Let me see about your proposed slate of directors 
for 1956. 

Sears, Roebuck is not a small business; is it / 

Mr. Vauauan. No, it is not. 

The Cuamrman. How about Homer J. Buckley, board chairman, 
Robertson, Buckley & Gotsch, Inc., Chicago, Il. ? 

Mr. Vaveuan. I think so. 

The CHatrMan. How about David Burpee, president, W. Atlee 
Burpee Co., Philadelphia, Pa.?- That is a big seed company; is it 
not ¢ 

Mr. VaveHan. That is a large house. It is small in comparison 
with Sears, Roebuck. 

The Cratrman. How about Jesse M. Cody, general traffic manager, 
Butler Bros., Chicago, [1.4 You would not eall that a small business / 

Mr. Vavenan. No, 

The CHarrMan. 1 am reading your directors. How about George 
J. Cullinan, vice president, Aldens, Inc., Chicago, Ill. Is that a small 
business / 

Mr. Vaveuan. No, sir. He is here, and he is going to speak. 
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The Cuarman. How about Albert R. Erskine, president of the 
George T. Brodnax, Inc., Memphis, Tenn.? They are big jewelers 
down my way. I do not call that a small ie siness; do you? 

Mr. Vavauan. We have some big business. 

The Cuairmax. How about Harold M. Hansen, general traffic 
manager, R. R. Donnelley & Sons Co., Chicago, Ill.¢ Is that a little 
concern ¢ 

Mr. Vaueuan. No. 

The Cuamman. What about S. F. Kirby, assistant general traffi 
manager, Montgomery Ward & Co., Chicago, Lil.?¢ 

He represents Montgomery Ward of Chicago. ‘That is not a small 
concern. 

George F. McKiernan, president, Geo. F. McKiernan Co., Chicago, 
Ill. What size is that company ¢ 

Mr. Vaucuan. That is a smal] company, a printing company. 

The Cuairman. Richard Webber, general traffic manager of the 
Spiegel Co., Chicago. That is not a little concern; is it? 

Mr. Vaveuan. No, sir. 

The CHAIRMAN. Most of your board of directors represent large 
concerns ¢ 

Mr. Vavenan. That is true. Our board of directors do represent 
large concerns. 

The Cuatrman. I have a list of your proposed slate of the 1956 
advisory council. It appears to me that most of those seer large 
business concerns here. Just what voice do the little businesses have 
in your organization, then? You say 95 percent of your members run 
little businesses. What voice do they have? They are not on your 
board of directors or advisory council 

Mr. VauGuan. We are speaking for them, sir. 

The Cuairman. Oh, you are speaking for them. You take no posi 
tion on second-class mail. You are opposed to any third-class mail 
increase and you are for the first-class mail increase to 4 cents on the 
first ounce. 

Are there any further questions? Mr. Rees? 

Mr. Rees. No. 

The Cuarrman. Mr. Gross? 

Mr. Gross. No, thank you. 

The Cuatrman. Mr. Davis? 

Mr. Davis. No. 

The Cuatrman. Mr. Cederberg ? 

Mr. Creprernerc. No. 

The Cuatrman. Mr. Johansen ? 

Mr. JoHanseNn. I am interested to know under what authorization 
that change of policy was made 4 

Mr. Vavueuan. It was made by our executive committee. 

Mr. JonHansen. The change apparently was voted by the executive 
committee, and I commend the gentlemen for the change. I think there 
is still truth in the saying that there is more rejoicing in Heaven over 
1 sinner they saved than 99 who are already saved, but I wonder if it 
represents, In your judgement, the feeling of the membership that you 
represent ¢ 

Mr. Vavenan. I would sav the majority, but not 100 percent, as | 
said to start with, not 100 percent. 
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The members do not agree 100 percent on hardly any of these things. 

Mr. JoHansen. That is all. 

The Cuarrman. Mr. Alexander. 

Mr. Avexanper. I have no questions. 

The Cuatrman. Thank you very much, Mr. Vaughan. 

Mr. Vauenan. Thank you, sir. 

The Cuatrman. The next witness is Mr. G. J. Cullinan, vice presi- 
dent of Aldens, Inc., Chicago, I]. 


STATEMENT OF G. J. CULLINAN, VICE PRESIDENT, ALDENS, INC.. 
CHICAGO, ILL. 


Mr. Cuuuran. Mr. Chairman and members of the committee, I be- 
lieve you have copies of my testimony in hand. 

My name is George J. Cullinan. I am vice president in charge of 

sales of Aldens, Inc., located in Chicago, Ill. Aldens operates a na- 
tional mail-order business with annual sales in excess of $80 million 
and 16 retail stores with an annual volume of approximately $15 
million. 

We classify ourselves in our field as an intermediate-sized company 
falling into a position well below the two largest organizations in the 
mail-order chainstore business (doing a sales ‘volume only from 3 per- 
cent to 10 percent as much as they) but considerably larger than sev- 
eral other well-known companies doing business in the same manner. 

Because of the composition of our s sales (85 percent mail order and 
| percent retail) we naturally consider ourselves primarily a mail- 
order company. In this respect we resemble the smaller rather than 
the larger companies in our industry because the two largest of the 
so-called mail-order companies do from 65 to 75 percent of ‘their busi- 
ness through retail stores while most of the companies smaller than 
ours do little or no business through retail stores, concentrating en- 
tirely on mail order. 

{ am grateful to this committee for the opportunity of being heard 
on the various phases of H. R. 9228. My purpose in asking to ) testify 
is to provide whatever information I can that might illuminate the 
problem for the members of this committee. In so testifyi ing I repre- 
sent only my own company although we are members of the National 
Council on Business Mail, the Direct Mail Advertising Association, 
and the Advertising Federation of America. 

I intend my remarks to reflect, as far as I am able to make them, 
the position of a medium-sized mail-order company operating without 
branches and serving the entire Nation from one centrally located 
plant. I will dwell only on those elements of H. R. 9228 which have 
an important bearing on a business such as ours and will comment 
only generally on those elements of that bill which affect us indirectly 
or to a minor degree. Consistent with this statement, therefore, I 
propose to concentrate on third-class mail. 

The Carman. You are not going to discuss first-class mail ? 

Mr. Cuntinan. Only indirectly as it affects third class. I will 
answer any questions about our opinions on the thing though 

I have read the testimony of the various Post Office Department of- 
ficials before this committee and find it hard to disagree with the gen- 
erality of most of the statements they chose to make. However, though 
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the genera] tenor of their remarks was meant among other things, 
[ presume, to support their position that the Post Office should be run 
like a business and the figures and data they presented were of the 
type ordinarily considered standard business statistics they strayed 
from the path of true business practices by taking arbitrary positions 
on some points where logic and consistency should have prevailed, 
overlooking the consequences of their suggestions in relation to the 
rights of all classes of mail users, omitting entirely certain intercon- 
necting relationships between classes of mail, and failing to give 
proper emphasis to the effects of certain proposals on the economy 
of the country and the various organizations and people involved in 
that segment of the economy affected by postal rates. 

In short, the Post Office Department’s testimony, seemingly de- 
tailed as it is, does not completely cover the subject, is not a truly busi 
nesslike proposal because it is openly arbitrary in some phases, con- 
veniently turns its back to the needs of large numbers of mail users, 
and avoids and evades real consideration of the broad consequences 
of the action it desires to take. 

Last week a representative of what is considered the largest mail- 
order company testified before this committee and newspaper ac 
counts indicate that in general he represented the position of his com- 
pany as favorable to H. R. 9228. 

[ have not read this testimony nor if I had would I contest the right 
of another company allegedly similar to ours to take a position dif- 
ferent from ours on the bill under consideration. However, it is 
possible that this committee or certain members of it may deem this 
company’s position in the matter at hand as representative of that of 
all other mail-order companies, large and small. This is hardly the 
case, 

In the first place this company does 75 percent of its business 
through retail stores. Of the remaining 25 percent approximately 
half or thereabout is done by mail- order cat: ilog but through order 
desks located in its retail stores. In the case of Aldens’ business less 
than 15 percent comes from retail stores and we have no order desks in 
these stores at all though we do have some independent order stores. 

The sum of these figures is that the giant of our industry, though 
classified as a mail order company, does only one-eighth of its volume 
by conventional mail-order methods, whereas Aldens does seven- 
eighths of its business by mail and practically all other mail-order 
companies smaller than Aldens do all of their business by mail. 

I make this point primarily to show that in regard to third-class 
mail in general and to particular phases of third-class mail such as 
circular matter and catalogs under 8 ounces the positions of supposed- 
ly similar companies vary widely and that as a general rule the larger 
the company the less, relatively, the importance of third-class mail 
and contrarily the smaller the company the greater importance of 
third-class mail. 

Aldens over the post 10 years has averaged an annual profit before 
taxes of $2,275,000. After taxes profits averaged approximately $1,- 
300.000. 

The Cuarrman. What is your capital stock ? 

Mr. Cuniinan. About 600,000 shares on the market at $22, so that 
would be $13,200,000. 











374 POSTAL RATE REVISION 


The Cratrman. And you are making $1,300,000, 10 percent on 
investment ? 


_Mr. Cuniian. If you throw in the funded debt, it would be con- 
siderably less. 
During this period our sales have averaged approximately $80 mil- 


lion which means that our net profit ratio ) after taxes was less than 


> 
percent. 


The 2 largest mail-order chain store companies average from 
8 to 10 percent profit before taxes and from 4 to 5 percent after taxes 

The various companies in the mail-order field smaller than Aldens 
have profits in the main very similar to ours, again pointing up the 
great differences between the large and small companies in our field. 
While I do not have ex xact knowledge on the profitability of the very 
small mail-order companies I suspect that the smaller the business the 
narrower the profit margin. 

Since January 1, 1949, the increase in Aldens postal costs brought 
about by various postage adjustments of 1949, 1951, and 1953 has been 
$1,420,000 annually which is slightly more than half of its annual 
profit before taxes for the past 10 years including the years 1954 and 
1955 which were right on the average. Our profits have not gone up 
in recent years as the Post Office Department implies in its testimony 
should be the case and we are considered a successful mail-order com- 
pany. We had no increase in profit in 1955 over 1954 and in 1954 
profits were more than 20 percent below 1953 

It has not been any bed of roses for many businesses, particularly 
those dealing with farmers, as do typical mail-order companies like 
ourselves and the smaller members of this industry. Net farm income 
has been going down steadily since the late 1940's and today is actually 
30 percent less than it was then, while income for nonfarmers is up over 
60 percent during the same period. The true mail-order business has 
actually been declining for years and it is able to keep its head above 
water only by unusual variations such as converting to retail stores, 
promoting city business, and developing order offices. 

For those of us who do not have the huge capital of the bigger houses 
and for the tens of thousands of small direct-mail operators who prob- 
ably got into the business because it is traditionally one which can be 
developed on small capital the diversion to other methods of doing 
business is not easy and we have been having a hard time of it along 
with our customers who are. in the main, farmers. 

Another $200,000 increase in postage costs, which is what the passage 
of H. R. 9228 would mean to Aldens. would be another severe blow to 
its profit position, and I am of the opinion an even more severe blow 
to the companies who are smaller than we. 

The arbitrariness mentioned in an earlier paragraph of this testi- 
mony which T consider most unbusinesslike revolves around the fact 
that in one part. of Mr. Stans’ testimony he states: 

These conclusions were that a fair consideration of the factors pertinent to 
ratemaking should require second-class mail to produce current revenues suffi- 
cient to recover 50 percent of the costs assigned to it under the cost ascertain- 
ment system; that third-class mail should currently recover 75 percent of its 


costs * * %, 

What were the fair considerations mentioned? Why should se cond- 
class mail pay only 50 percent of its way while third-class pays 75 
percent? Second-class mail and third- class mail serve competitive 
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advertising media. More money is spent in newspaper advertising- 
a second-class mail beneficiary—than any other type of advertising. 
Second to newspapers in advertising revenue is direct mail which uses 
third-class mail, and publication advertising, which is also a second- 
class mail user ranks fourth or fifth after television and radio. 

Is the committee aware that in many towns newspapers will not take 
mail-order advertising from a company like ours? The only alterna 
tive is direct mail. That newspapers are definite competitors of direct 
mail was plainly shown by their tremendous campaign to eliminate 
nonaddressed patron mail last year by classifying it in their editorial 
columns as junk and lampooning it from coast to coast. All they were 
trying to do was to keep the small advertiser from using a more eco- 
nomical type of advertising. They were concerned about their loss in 
business to a better and more economical medium even though the 
postage costs on direct mail represent from one-third to one-half of 
the total cost of a mailing piece while the newspapers have only 
small fraction of these costs, if any at all. 

The depths to which the newspapers sank in striking at third-class 
mail is evidenced by the use of their coined word “junk” in relation to 
a medium which ordinarily uses fine bond paper against their own 
use of the cheapest form of paper of all—newsprint: which uses fine 
letterpress and offset printing capable of reproducing the finest. photo 
graphs as compared to their stereotype printing which can show noth 
ing but muddy 65- to 75-line reproductions; and which in general pre 
sents its material in as modern a manner as can be found as compared 
with their product (newspapers) produced on some of the most obso 
lete junk (printing presses) in the country. On any professional 
standard of printing, paper, art, and display if there is anything in 
the graphic arts field that can be classified as junk it is the American 
newspaper, particularly those in small towns. 

If third-class mail was asked to pay only 50 percent of its way in the 
same manner as second class even under the new proposals in H. R. 
9228 the revenue received last year according to Mr. Stans’ own test! 
mony would be more than would be required. 

There are many subdivisions of third-class mail on each of which I 
am sure testimony will be given at these hearings. Much will be said 
about the new proposal to increase the minimum rate on third-class 
bulk letters from 114 cents to 2 cents. 

We are strongly opposed to this but here again the strength of op 
position will probably be in inverse ratio to the size of the companies 
testifying. Such an increase would strike at the very heart of the 
business of the typical direct-mail operator, the kind we find on the 
membership rolls of the Direct Mail Advertising Association and the 
Associated Third-Class Mail Users. These companies will, I am sure, 
present a more powerful case than I could because of their greater 
financial interest in the problem. 

I would like, however, to discus a phase of third-class mail with 
which I am more familiar and with which my company is more deeply 
concerned. This involves the rates on third-class bulk catalogs which 
currently are 10 cents a pound with a 114-cent minimum. H. R. 9228 
proposes here that the bulk rate go up 20 percent to 12 cents a pound 
and the minimum rate up 3314 percent to 2 cents. If all other factors, 
such as discrimination between classes of mail, arbitrariness of method 
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in establishing rates between classes, and so forth, are resolved in favor 
of the bill I suppose that this subclass of mail should have its rates in- 
creased the same as the others but before even considering increases 
at all for this type of material [ would think that real businessmen 
would remove some of the obvious defects in the present third-class 
bulk catalog rates. 

I wonder if this committee is aware that an 8-ounce catalog is mailed 
for 5 cents postage to any part of the United States yet an SY 6-ounce 

catalog costs 13 cents to mail to any point outside the city of mailing 
even though only 5 to 10 miles away and this rate goes up for every 
zone. This area of weight between 8 and 16 ounces is the one in which 
practically all mail- order promotion and retail-store catalog promo- 
tion should be done. 

I am sure you are aware of the fact that practically all large metro- 
politan retail stores and even many stores in smaller towns now pub- 
lish mail-order catalgos particularly at Christmas, Easter, and the 
principal buying periods of the year. 

Because of the huge penalty between the top of the third-class mail 

rate and the bottom of the fourth-class catalog rate all of us, including 

the retail stores, arbitrarily hold the weight of our promotional cata- 
logs below 8 ounces even when every other cost and business judgment 
factor apart from the postage impels us to increase weight to 9, 10, 
12 ounces, and so forth. There is a patent and huge flaw in postage 
rates here yet our businessmen in the post office choose to turn their 
backs to it. 

Without a full awarenes of who is most affected by third-class mail 
increases (the smal] companies rather than the large), with no attempt 
to set up the rate structures of all classes of mail and the subdivisions 
of those classes in a consistent and orderly fashion (referring specifi- 

cally to catalogs between 8 to 16 ounces) and with no attempt to 
justify or excuse the arbitrariness in requesting postage rates which 
Masitesiennes between classes, how can such a bill as H. R. 9228. be 
supported by anyone claiming to use a businesslike approach.to his 
problems. 

I don’t believe that American business is arbitrary, inconsistent 
and discriminatory; 1 don’t believe American business makes its de- 
cisions without reviewing all the factors involved in the problem at 
hand: I don't believe American business acts without weighing all 
the consequences of its acts upon the interests of its customers. 

I have seen the Post Office Department support legislation like 
Public Law-199 and proceed to change its mind within only a few 
years and wish that the law had never been passed because the Post 
Office earned nothing as a result but deficits larger by almost $100 
million. It could happen again when such serious matters are not 
wholly thought through—third class mailers can combine to form 
group clubs which would reduce not increase the revenues from third 
class mail; the mail order companies can create more and more order 
offices where $-ounce catalogs can be picked up by the customer rather 
than mailed thus further reducing revenues; the continuing rise in 
newsprint prices can force smalltown new spapers with their old 
presses growing even more obsolescent into such higher-cost plateaus 
that the smalltown market will be too costly to advertise in either by 


newspaper or direct mail. Any or all of these things can happen when 
rate policies are too shortsighted. 
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By far the greater part of this bill may be sound and the Post Office 
Department testimony with regard to it may be equally sound in 
most of its phases but in my opinion there are too many flaws in it 
to support, too many hi: azards to too many smal] businesses, too many 
chances that in the end the overall effect will be to harm the total 
American economy which in the last analysis is the most important 
factor of all. Why take a chance on upsetting even slightly the apple 
cart of today’s great prosperity by increasing postal rates on busines 
mail when half of the proposed increases go to the Government any 
way in taxes and the other half and more may be lost by restricting 
business growth. Robbing Peter to pay Paul has never been con 
sidered a good businessman’s tactic and if there is a chance in the 
end Peter loses more than Paul gains it makes matters worse. 
Thank you. 

The Cuairman. Are there any questions / 

Mr. Gross. Mr. Chairman. 

The CHatrmMan. Mr. Gross. 

Mr. Gross. I want to commend you, Mr. Cullihan, for your state- 
ment on page + in which you recognize the fact that in some business 
everything is not lovely for the farmer and the goose doesn’t hang as 
high as some people think it does. 

Mr. CuLtuinan. Yes, indeed. I can give you more on that if you 
have the time. 

Mr. Gross. You business is particularly sensitive to the drop in 
farm income? 

Mr. Cutuinan. We are 75 percent rural, and that is 75 percent of 
$85 million in business in the mail order. 

The Cuairman. I would like to have you give some explanation 
of the first two sentences in the last paragraph on the last page of 
your statement: 

By far the greater part of this bill may be sound and the Post Office Depart 
ment testimony with regard to it may be equally sound in most of its phases * * 

Would you explain that / 

Mr. Cu.iinan. I think in the long run the Post Office position that 
the deficits are going to increase is correct. I think that the Post 
Office position that business mail must be handled more carefully 
and analyzed more carefully than the first class as part of the philoso- 
phy of making first class pay the way in some degree of the other 
classes is generally sound. 

Believing that, speaking specifically to the bill at hand, we feel 
that means of getting it, the timing of this thing, the failure to 
analyze the consequences of the acts are points to consider. 

For example, in the testimony given here yesterday it was outlined 
by arithmetic how much of that stuff is part of the deficit; how much 
of these rural post offices that don’t pay their way; how much of the 
subsidies for the blind. How much isit? 

The Cuarrman. How long would you stay in business if you did 
not have these fourth-class post offices and rural route services ? 

Mr. Cunirnan. A long time. 

The CHarrMan. You do not have much rural business? 

Mr. CuLurnan. I am not objecting to that, you understand. I am 
asking for the arithmetic on it before one makes a decision, which 
is the businessman’s approach. What is the true deficit? After the 
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true deficit is arrived at, then there is a philosophy that first-class mail 
will be part of it. Is there going to be a fair shake between classes ? 
Why should second class, a competitor of third class, get a beneficial 
rate after you have found out what that deficit is? Maybe there is 
none, as some say. Maybe all should be in first class. Maybe it all 
should be 25 percent. I don’t know those things, but I would think 
that, when broad-scale testimony such as this was given, it would in- 
clude that. It has been studied for some time. 

The CHatrmMan. From your testimony I gather that you favor the 
increase on first-class mail but want to leave third-class mail alone? 

Mr. Cutiinan. Notatall. 

The CHarrman. What did you say ? 

Mr. CuLtinan. I confined myself to third class, but the philosophy 
of this testimony is the fact that this bill was not thought through and 
that this bill was not handled in the businesslike way ‘that it was held 
out to be. Included in that is the first-class rates. “We took no posi- 
tion on it deliberately, but, if you would force me to answer, I would 
say that under the terms of this I would be opposed to first-class rates 
as well. 

The CHatirman. You are opposed to all the rate proposals / 

Mr. Cunttnan. On the basis that this bill has not been thought 
through, and the consequences have not been worked out in this par- 
ticular bill. 

The Crarrman. How much third-class mail postage do you pay a 
vear ¢ 

Mr. Cutirnan. Tecan calculate it pretty quickly. 

The Cuatrman. All right, sir. 

Mr. Cunttrxan. We send out 20 million direct mail pieces at ap- 
proximately acent anda half. That is $300,000. 

We send out 5 million pounds of third-class mail fliers. These are at 
lO centsa pound. That is $500,000. So that is $800,000 as a minimum. 

The CHarrmMan. Do you think that it is fair to charge 2 cents for a 
postal card and charge only 114 cents for a third-class letter sent under 
bulk mail ¢ 

Mr. Cutiinan. I don’t know what the analogy is. 

The Cuarrman. You know that the present rate for postal cards is 
2 cents ¢ 

Mr. Cunuinan. Yes. 

The CHatrman. Do you think it is fair to charge 2 cents for the 
postal card and only charge 114 cents for a third-class letter sent by 
bulk mail? 

Mr. Cutirnan. What are the relative differences in deferred service 
between the two / 

The Cuarrman. None at all, that I know of. 

Mr. Cutiiyan. I don't know first-class cards. I don’t use very 
many, but I do know what has happened to third-class mail and I 
know particularly what happens to it at times like Christmastime. It 
comes last, actually behind Christmas cards which are not sealed, 
which are 2 cents. You can’t get a flier through the post office 10 days 
before Christmas. You are boycotted. I know how truly it is de- 
ferred at many times of the year, and throughout the year as a whole. 

The Cuairman. How much would this increase in the bulk rate 
from 114 cents a piece to 2 cents cost your company based upon your 
tirures ? , 
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Mr. CuLsLinan. $100,000; 20 million times a half cent. 

The Cuarrman. $100,000 ¢ 

Mr. Cuiirnan. Correct. 

The CHamman. And you have been making over 10 percent on 


your capital stock ¢ 


Mr. Cutiinan. Approximately. 

The Cuatrman. How much would that reduce the income on your 
capital stock ¢ 

Mr. Cuniuinan. We have $1,300,000; approximately 8 percent. 

The Cuarrman. It would reduce it down to 8 percent ? 

Mr. Cuturnan. No; by 8 percent; $100,000 on $1,300,000 which is 
our net profit. 

The CHarrman. At what would that leave your net profit ? 

Mr. CuLLInan. $1,200,000, I suppose. 

The CHairMan. It would still be around 10 percent ? 

Mr. Cutiran. That is right. Mind you, if you are getting into 
cost. accounting, we can make | a statement on that, because our capital 
stock plus our earned surplus is our net worth, to be sure, but, in 
order to obtain financing, you have to have your total funded indebt- 
edness and your time receivables outstanding. The assets of Aldens 
is $42 million. There is $42 million working to obtain this business, 
for which we come out with a net of $1,200,000. 

The Carman. You admit that there is a deficit in third-class 
mail, a large deficit ? 

Mr. Cutsran. That is right. There are deficits in the Post Office 
Department. Their income is not as great as their outgo. 

It isa matter of opinion whether there are deficits in any particular 
class of mail. The gentlemen here talked about differential aecount- 
ing. There are no deficits on that. I don’t want to get into that. It 
is an argument. I could take one side or the other. 

The point is that this bill has not been thought through with regard 
to these various people. That is our position, and that alone. 

The CHarrMan. You are a very prominent businessman. You rep- 

resent. a pretty good sized concern. You say you do about $80 million 
in business a year? 

Mr. CuLiinan. Correct. 

The Cuatrman. Naturally, you-are alarmed over this deficit in the 
Post Office Department, are you not / 

Mr. CuLiinan. Yes, if it isa true deficit. I want to know how much 
the defiicit is. My alarm will grow in proportion to the amount of the 
true deficit. I would be twice as alarmed if it were $200 million as 
if it were $100 million. 

The CuHarrman. Could you give us an estimate of what it is/ 

Mr. Cutitrnan. I thmk you got some information from the gentle 
man eaeers nting the Associated Third Class Mail Users yesterday. 

The Cuarrman. Mr. Maginnis. 

Mr. Cutuinan. Yes. | saw the Price, Waterhouse report prepared 
by a citizens committee of the Senate. There is much to be said for it. 

The gentleman preceding me was Mr. Vaughan of the Vaughan 
Seed Co. He uses the svstem of differential accounting. We ourselves 
lo it all the time. 

A simple example is that one of the reasons we don’t make as. much 
money as Sears-Roebuck is that the accounts that we have have a short 
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circulation. We have 2 million catalogs going out that cost a dollar 
apiece—2 million. The next catalog after that costs 60 cents. We will 
go to a poorer area, because our art work represents 10 percent and 
‘it remains the same in 1 catalog or 10 million. Our plates, our salaries, 
nothing changes. It represents 40 percent in fixed sum charges that 
is the differential theory of accounting. 

We don’t allocate these over the remaining period. We want to 
reach more people. Ruml, this fellow from Macy’s, wrote a book 
on There Is Goid in That’ There Volume, the theory of differential 
accounting. Not every conventional accountant would use it but it 
is used in business tactics every day. 

The Carman. What is your first-class postage a year? 

Mr. Cuturnan. Well, our personal bill? 

I was thinking of two parts of it, our customers. We have about 
10 million orders a year, and maybe another 6 or 7 million time pay- 
ments. Our customers would be 15 million times 3 cents, or $450,000. 

The CHarmMan. Your company and your customers together ? 

Mr. Cuuiinan. Ours is not near that. 

The Cuairman. I asked what is your first-class expenditure? 

Mr. Cutuinan. I will have to compute it as Iam talking. We send 
out about 1 million credit accounts, probably 5 to 6 letters a year: 
and collections; and then the rest is business correspondence. I would 
say ours is around 8 million to 10 million times 3 cents. It is maybe 
$250,000. 

The Cuarrman. A big profit concern like yours does not want to be 
subsidized by the Government, does it ? 

Mr. Cumiinan. We are not a big profit concern. 

The Cuatrman. You make over 10 percent. You are doing well. 

Mr. Cuttran. I don’t consider that big profit. What does Sears, 
Roebuck make? We are in the field. They are our competitors. They 
get more circulation. Do you realize what that means to us? If we 
had 8 million books out, we would make 3 percent more profit. If 
they can get by on this thing and make 23 percent on their capital 
investment they can murder us, which they will do, of course. 

The Cuamman. You make more than 10 percent in some years: 
do you not ? 

Mr. Cunirnan. In the last 5 years we have not made more than 
10 percent. Our profits went down in 1953 and were even in 1954 
and 1955, 

The CuamrMan. How about 1945 to 1950? 

Mr: Cutan. Oh, I think after taxes during the first part of that 
until the high excess-profits tax went off, we were lower than that, 
but I would say that between 1947 and 1950 we were higher than that. 
When the controls were taken off and yet the excess profits were on, 
we made more than that. For 1 year I remember we made about 
$4 million. I have that, by the way, in my brief case, if you want to 
see our statements on the 10- year average. 

The Cuatrman. You have been a very successful business concern 
over the years. I know something about your reputation. You are 
not as large as Sears or Montgomery Ward, but you are a considerably 
large mi ail-order house. 

Mr. Cutrinan. That is right. Would you like to know, Mr. Murray, 
some of the things we have done? I can give it to you ina capsule. 
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You appreciate that the farm market has gone to pot since 1948. 
It is fantastic what has happened to them. From 1948 to 1955 their 
net income has gone down 30 percent in the most prosperous period 
in the history of. Americé 

At the same time income for nonfarmers—that is r ight in the records 
of the Department of Commerce—has gone up 60 percent to 70 percent. 

The CuatrMan. But you are still making over 10 percent. 

Mr. Cciirnan. I want to tell you how we did it. You can draw a 
Hine on our mail order business and it will follow farm income every 

yave and wrinkle. I will tell you some of the things I have done. We 
eadk to buy $2 million worth of art work for the catalog We do it 
ourselves for $750,000. We saved a million and a quarter dollars. 

We put in our own printing press because we save 40 percent. We 
have cut the size of our book. It was 8 by 11 and we cut it to 614 
by 914. 

The Cuamman. I congratule you on improved business methods. 

Mr. Cuiiinan. I still want to make the final point. We have saved 
$6 million annually by methods that no other company has used. And 
we only make 234 million. If we had not conceived these things, we 
would be out of business, a company that was the third largest mail 
order house in America. There would be an oligopoly, two mail 
order houses. 

The Cuarrman. How big is Speigel now ? 

Mr. Cunirnan. I don’t know their figures. They changed to a re- 
tail mail order. I suspect they will be third and we fourth by the end 
of the year, if they are not there already. We have had to do fan- 
tastic things. The point I am making is that those things are not 
available to us any more. Those were fortuities. We did them be- 
cause other companies in Canada did them. I did not mean to say we 
thought them up ourselves. 

If these deficits keep going up, and we think they will, the next time 
around, the next circuit around, goodby. We are going to have to be 
a retail business and recapitalize and change in order to get it. We 
are through. 

The CHarrMan. You have 16 retail outlets ? 

Mr. Cunrinan. That is right. 

The Cuarrman. How many order offices do you have ? 

Mr. Cutiinan. We had 56 telephone offices ‘until recently and we are 
going as fast as we can. We put in five retail stores in the last year. 
I am opening up over 50 order stores. We know we have to move. 
We are trying to do it and it is very rough going, and any more im- 
pediments and we are through. 

You have heard the special service problem here. Do you know 
what our business in the South has gone down? Since 1948 because 
of the farm situation and the c. o. d., it was off 40 percent. The whole 
c. o. d. field has gone down a third, not just ours. 

The Cuamman. You will have the concern bankrupt if you keep 
talking. That is all. 

Mr. Cuntrnan. The point is that I think you will, if you pass this 
bill. 

Mr. Gross. Mr. Cullinan, you do not think you have seen the bottom 
of this farm drop yet? 
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Mr. Cu.zinan. Certainly not sir. I can give you figures. The very 
great rural States like North Dakota, South Dakota, Iowa and Ne- 
braska, they are down 11 percent again this spring. 

Mr. Gross. You are concerned about the Post Office deficit. I be- 
lieve you said you were. 

Mr. CuLuinan. Yes. 

Mr. Gross. You are also concerned about the overall deficit m the 
Federal Treasury ¢ 

Mr. Cuturnan. Yes. But remember, in our business, for every 
$100,000 you add to us, $52,000 would go to the Treasury any way. 
That is a factor. And when you put in these other factors as to what 
it would do, there is the possibility that we can circumvent as in Public 
Law 199. We are moving into Buffalo with truckloads of merchan- 
dise, not mailing from Chicago to the Eastern States and New Eng- 
land. We are moving it 3 zones by truck so that we can move 40 
pounds, not 20. You can get around those things, and there are known 
ways of getting around those things in third class which the people 
use if you force them to it. 

Aside from the $52,000 you lose by shifting from the Treasury De- 
partment to the Post Office, you can lose the receipts by circumvention, 
and there are ways, and you will tend to force people into it. 

aie. Gross. You are now skimming the cream off the top in parcel 
post ¢ 

Mr. Cutuinan. If it isnot all gone already. 

Mr. Gross. The Post Office is not getting it and the express com- 
a A is not getting it. 

Mr. Cuturnan. That is correct. 

Mr. Davis. Mr. Chairman. 

The Cuarrman. Mr. Davis. 

Mr. Davis. How do these order stores that you referred to operate ? 

Mr. Cuturnan. It is a location in a small town generally and in 
that town we do not have a display of merchandise. We have clerks 
and, of course, distribute our catalogs through the mails. The custom- 
er places the order over the counter and comes back and picks it up, 
instead of placing it through the post. 

Mr. Davis. How many employees do you have in one of those order 
stores ¢ 

Mr. Cciirnan. They range from 4 to 8 or 9, depending on the size. 

Mr. Davis. In what sized town would you maintain an order store? 

Mr. Cutirnan. The general rule in that regard is that a town over 
50,000 becomes a telephone store. That differs. It is just a telephone 
which might be on the fifth floor of a building, and the customer calls 
in from the catalog at home and we deliver by United parcel and people 
of that kind. That is over 50,000. 

Under 50,000, it is this type of store, and it cannot go smaller in our 
business than 25,000 because there are not enough families in the area 
to support the cost of the catalog which is normally the whole cost 
of mail-order advertising, plus the rent, light, heat, and high payroll 
in the town. We need a minimum of 5,000 customers. If you have a 
town of 25,000, you have to get 83 percent of the people. We have 

never gotten over 30 percent so that we have to have a large base in 
population to do that. 

Mr. Davis. Thank you. 
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The CuHairman. Are there any other questions / 

Mr. ALexanper. I was interested in your statement, sir, that there 
are many smalltown newspapers which would not a advertise- 
ments of businesses such as yours. Do you have any plausible explana- 
tion of that ? 

Mr. Cuuuinan. I think it is the old prejudice of when they used 
to burn catalogs as competitive. 

I think your question, Mr. Davis, was pointed in that direction too. 
Smalltown papers are a monopoly. There is only one. The line rates 
are fantastic. We have enough stores to know ourselves. They have 
to advertise in that paper. They don’t want anybody else in that, 
to take care of the merchants, and stay on the right side of the mer- 
chants. It is not consistent, but actually in a town the size of Mil- 
waukee they don’t want mail order. 

In the major towns you don’t have that prejudice because the major 
stores use mail order. 

There is a humorous analogy on how mail order is important to 
retail stores. Sears, Roebuck is considered the father of all mail order. 
They do one-eighth of their business by conventional mail order. Mar- 
shall Field is considered the greatest service store in America, just a 
great store. Two years ago they came out publicly and said this: They 
are putting out flyers and at Christmas they put out a flyer and they 
put out a monthly flyer. They want 25 percent of their business mail 
order, they say. 

Isn’t that paradoxical: 25 percent for Marshall Field, and Sears, 
only 12. 

The mail-order business is turning a full cycle. It used to be ac- 
cessibility, today it is the parking problem, the mothers with small 
children in the city problem so that the mail orders are moving to get 
in there because the farm market is gone. If we don’t do that, we 
would be helpless. 

The CuarrMan. Are there any other questions ? 

Thank you very much, Mr. Cullinan. 

Mr. O. R. Strackbein. 

Mr. Cassetu. He asked that his statement be put in the record. 

The CuatrMan. The statement of O. R. Strackbein, Legislative 
Representative of the International Allied Printing Trades Asso- 
ciation, will be placed in the record. 

(Statement referred to follows :) 


STATEMENT oF O. R. STRACKBEIN, LEGISLATIVE REPRESENTATIVE, INTERNATIONAL 
ALLIED PRINTING TRADES ASSOCIATION 


My testimony is in behalf of the four following international printing trades 
unions, AFL-CIO: 
The International Printing Pressmen’s Union 
The International Brotherhood of Bookbinders 
The International Photoengravers’ Union 
International Stereotypers and Electrotypers Union 
In keeping with our past policy we wish to make it clear from the beginning 
that we do not believe that there should be any connection whatever between the 
existence or nonexistence of a postal deficit and the pay of postal employees. 
The pay of postal employees should he determined by the same principles fol 
lowed in the determination of the pay of other Federal employees. 
The notion that the postal service should pay for itself is not consistent with 
the operation of most of the remainder of the Government at public expense. 








384 POSTAL RATE REVISION 


Numerous services are rendered by other governmental departments and agencies 
to persons or groups or even communities even though such recipients of service 
could not by the remotest interpretation be considered as being the public. Only 
in some instances are charges made for such services. Even then there appears 
to be no definite guide line by which to determine what services should be free 
and which ones should be rendered only if paid for by the beneficiaries. 

It is probably as much a matter of budgeting consideration as anything else; 
that is to say, a service will be rendered free of charge if it is already covered 
by current appropriation. In other cases efforts are made to cover a new service 
by including it in the next budget; while in yet other cases, rather than asking the 
Budget Bureau for a larger appropriation, the service will be offered to private 
groups or individuals only on the condition that they pay the cost. 

Actually the postal service is very broad in character, and is certainly much 
broader than some of the other services rendered at public expense. Because of 
its very broad coverage in its service it should qualify as a public service. There 
may be Some exceptions; and some of these exceptions may be beneficiaries that 
have no claim to a subsidy. 

On the other hand, assuming that subsidies are justified under any circum- 
stances, and we do subsidize many operations in many fields of activity, then it 
seems only fair that certain aspects of postal service entitle the beneficiaries to 
a subsidy. 

It hardly needs repeating that the dissemination of educational and cultural 
material May properly be regarded as a publicly desirable service. If so, and 
if the public in general benefits from it at least as much as it does from a dredged 
harbor or a flood-controlling dam, it seems only proper that the public as a whole 
should pay for it. And that is exactly what it does when a postal deficit is 
incurred. 

I know that some heroic newspapers have come forward and with a gesture of 
virtue have made pronouncements against subsidies that result from postal defi- 
cits. However, in such instances it is well to inquire to what extent these particu- 
lar enterprises depend upon the mail for the distribution of their copies. More- 
over, it would also help if it could be ascertained how much of their revenue 
comes from advertising. 

This latter is important because not all newspapers, journals, and magazines 
have the advantage of lucrative advertising; and above all it must not be for- 
gotten that even in those instances where advertising represents a heavy part of 
income there is a close relation between volume of circulation and advertising in- 
come, and that volume of circulation is correlated with the price the consumer 
is asked to pay for the product. A low price opens a mass market. This means 
higher circulation, and this in turn means more advertising revenue which in its 
turn makes it possible to maintain low prices. 

High postal rates might not upset such media as have already reached high 
volume of circulation, certainly not in a prosperous market. On the other hand, 
not all media can qualify under this class and their progress will be retarded. 
High rates may even cause failures and leave the field more and more to the 
larger and wealthier enterprises. Also, we cannot assume that current prosper- 
ous economic conditions will continue forever. 

The primary interest of the printing trades unions is in steady employment in 
their field of activity at good wages. To the extent that increased postal rates 
would injure the enterprises in which they are employed, they are justified in 
opposing such increase unless there were other offsetting advantages of a public 
or private nature. 

Greater efficiency of operation of the postal service might be one of these; but 
there is no necessary connection between the level of postal rates and efficiency 
of the postal operation. 

The printing trades unions listed at the outset therefore oppose enactment 
of H. R. 9228. 


The Cratrman. Is Mr. George C. Wilson ITI, president of the Wil- 
son Chemical Company of Tyrone, Pa., here? Does he have a state- 
ment? 

The statement of Mr. George C. Wilson IIT will be placed in the 
record. 

(The statement referred to follows :) 


aim 


he aC 


Ses Al RA EH lt Ml 8 le FRA 





POSTAL RATE REVISION 385 


STATEMENT OF GEORGE C. WILSON III, PRESIDENT, WILSON CHEMICAL Co., 
TYRONE, Pa. 


My name is George C. Wilson III, president of the Wilson Chemical Co. in Ty- 
rone, Pa. The Wilson Chemical Co. is primarily in the mail-order business and 
has been for the past 61 years. My grandfather started this business from prac- 
tically nothing; but he did have an idea that he had a good family formula from 
his father who was a doctor and felt that the best way to get the people in this 
country to recognize it and use it was to use the mails. We have used the mails 
exclusively for the past 61 years to help advertise and sell our main product, 
White Cloverine Brand Salve. 

We advertise in Sunday newspaper supplements, comic supplements, comic 
books, children’s TV programs, farm magazines, and almanacs—anywhere we 
can attract attention for people to sell our product on a commission basis to earn 
for themselves premiums or cash commissions. We hear from approximately 
300,000 individual agents each year who request our products to be sent out to 
them and they in turn will try and sell them to earn a cash commission or a 
premium which we offer for their efforts. We use the mails almost exclusively 
and during the past several years the terrific increases in costs that we have had 
to absorb have really made it hard on our small hometown business. 

We employ anywhere from 75 to 100 people, depending on the season of the 
year and the exact amount of advertising we have placed. Our local postoffice 
does a volume of a little over $200,000 of which we contribute over half of this 
revenue. Naturally all the fourth-class increases that we have had to absorb in 
parcel post of the last 4 or 5 years have been extremely hard on us but this pro- 
posed increase as set forth in H. R. 9228 on third class matter would have a 
disastrous effect. We have already been hit this year with the new minimum 
wage law that just recently went into effect. 

Let me point out that on approximately a million and a half circulars that we 
send out each year trying to get new business and new orders would cost us 
almost $15,000 alone on a 1-cent increase in rate, based on a million and a half 
circulars sent. This does not include any of the statements that we send out all 
by third class or the cards in bulk or the numerous remittance blanks and ac- 
knowledgment cards that are all connected with our mail-order business. tig- 
ure that the proposed increase based on all increases as requested by the present 
bill would cost us around $25,000 a year—this would be just above what we had 
showing last year as net after taxes. Naturally having a small business we could 
not be trading dollars and we have no way, you must realize, of passing this in- 
crease on. I believe that this would just about be the straw that breaks the 
camel’s back. 

Naturally you realize that a small business cannot take any increase like this 
in 1 year and stand it. We would have no alternative I believe than to drop com- 
pletely out of the mail-order business. We do have a volume of drugstore busi- 
ness but this in no way would take care of the many obligations that a small 
business has to a small community. Our employment would naturally decrease 
greatly and of course practically all our volume of business would be taken away 
from the local post office since most of our orders would be sent to our wholesalers 
by rail or truck. We are presently in a depressed area of the country right now— 
we have many layoffs at our railroad shops and coal mines and any decrease in 
employment would naturally hit the economic situation to a greater extent. On 
top of this our present tax burden to the Federal Government would naturally 
be extinct since, as stated above, we would be practically trading dollars and 
would be, I feel, almost completely forced out of business with so many other 
small firms such as ours. 

I appeared before this committee in July of 1953 to try and bring out some of 
the seriousness the small mail-order business was facing at that time and I believe 
that some of the gentlemen on the committee at that time were familiar with our 
operation and remarked that even as children they had sold our product for 
premiums or cash commissions. Naturally I was pleased and proud when this 
fact was brought out since I believe it points out the fact that our company over 
the past sixty-some-odd years has made many, many friends with youngsters and 
older people alike since we do give them a chance to earn for themselves a fine 
gift without cost to themselves. 

In 1953 during these hearings a statement was read into the record that I hope 
typifies our company and its attitude toward America—‘America was built on 
faith and trust. By your faith and trust in modern American youth, you still 








386 POSTAL RATE REVISION 


are building up young men and women and boys and girls to be successful citizens 
of America.” I was proud of that statement and I feel that this is definitely true. 
We have many thousands of testimonials that we receive yearly from people all 
over this country of ours who are grateful to us for the opportunity that we offer 
them. These testimonials are the backbone of our business. Third-class mail is a 
distinct advantage to us. We need it and I’m the first to admit it. Any increase 
in its rate though, would definitely hamper all future operations of our company. 

It seems to me today that in America the larger companies are taking over in 
almost every field, either by merging or by snuffing out the smaller business from 
existence. The small business needs the help. What chance do we have to stay 
in business and to be competitive if every time someone gets into this postal 
situation the only thing that comes out of it is another rate increase. I said 
before this committee in 1953, that there must be further economies in the Post 
Office Department before any additional rate increases are passed on, not only to 
us, but to the general public. 

Third-class mail is definitely needed for the successful operation of any small 
mail-order house. There is no getting around this but why should we pay for any 
increases in rate when sometimes we do not receive the service. We have mailed 
many test circulars to different parts of the country and sometimes it takes as 
long as 2 or 3 weeks for circulars to be delivered under the third-class bulk rate 
system. We do not complain about this—we are only happy that they are de- 
livered but I do feel that any rate increases at this time, on top of the new mini- 
mum wage, would be disastrous not only to our company but to the thousands of 
other small mail-order businesses. I hope you will consider these facts when 
weighing your decision on the proposed third-class rate increases. 

Thank you very much for your time. 

The Cuamman. We have only one other witness and I hope we can 
conclude with him before lunch. 

The next witness is Mr. Bernard E. Esters. Houlton. Maine, chair- 


man, legislative committee of the National Editorial Association. 


STATEMENT OF BERNARD E. ESTERS, CHAIRMAN, LEGISLATIVE 
COMMITTEE, NATIONAL EDITORIAL ASSOCIATION, HOULTON, 
MAINE 


Mr. Esrers. Mr. Chairman, I will try to proceed as fast as I ean. 

My name is Bernard E, Esters. I am the publisher of a weekly 
newspaper in Houlton, Maine. It is my privilege to appear before 
your committee today as chairman of the legislative committee of the 
National Editorial Association, an association that is made up of 
more than 5,400 weekly, semiweekly, and small daily newspapers in 
every State in the Nation. 

The only direct interest which the members of our association ap- 
pear to have in the proposals included in H. R. 9228, are those that 
relate to suggested upward adjustments in the rates applving to sec- 
ond-class mail which is the privilege under which our publications are 
distributed through the mails. 

We acknowledge that our businesses would also be affected in the 
sume proportion as would all others, by proposals made to increase 
both first- and third-class postal rates. However, we recognize a 
greater propriety in testifying teday only on that phase of this legis- 
ation which will, if it is adopted, have its greatest impact on the 
publishing industry. 

At the very outset we would like to offer the comment that we com- 
mend the efforts of the Postmaster General to bring income and ex- 
penses more nearly into balance in the operation of his Department, 
to improve the service to users and to reduce costs. 

Before stating our position on the proposal of the Postmaster Gen- 
eral that the rates for second-class matter shall be increased by a 
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total of 30 percent over 2 years, we would like, with the committee’s 
indulgence, to submit some viewpoints which we believe are pertinent 
to the matters with which this committee is concerned. 

These include (1) a request that the public service function of the 
press serving smalltown America be given its deserved consideration 
in any proposal calling for an addition to its spiraling costs of doing 
business and (2) an insistence that the public-service responsibilities 
of the Post Office Department also be weighed judiciously before im- 
posing rate adjustments on second-class mail higher than those cur- 
rently in effect. 

We respectfully invite your attention to some of the characteristics 
of the smalltown newspaper industry with which you may not be 
familiar and which we contend should be the object of thoughtful study 
as a part of any deliberation which contemplates adding further costs 
to its individual operations, already suffering from the relentless trend 
of increasing expenses which have shown no opposite tendency in the 
last 25 years. 

The individual firms who make up the smalltown newspaper indus- 
try are classed as small businesses. Those who gross in excess of 
$125,000 a year are the exception rather than the rule; it is probable, 
I believe, that the majority will be found to gross an annual income of 
less than $75,000. 

This means, of course, that these small firms do not enjoy the large 
dollar incomes which can more easily be adjusted to meet extra costs, 
that are available to firms in the same or similar businesses but with 
a considerably greater annual volume of business. 

In other words, gentlemen, the small firms whom I represent here 
today cannot so readily resist the impact of added costs as can larger 
segments of this same industry. Nor can they be expected to remain 
solvent as long against the steadily mounting scale of increased costs 
of trying to remain successfully in business. 

Yet, these same small business enterprises, many, many of them 
more htan 100 years old, circulate their publications in areas where 
more than 54 percent of this Nation’s population lives. Their service 
in informing and enlightening in the estimated 20 million homes into 
which they go each week is constant and continuous, valuable and 
vital in the daily lives of a readership group estimated at more than 
80 million persons. 

Lest there be some who might too hastily conclude that these services 
which we cite here are incidental to an operation from which the owner 
derives a handsome profit and therefore more fairly could be ignored 
as a factor in this testimony, let me emphatically contradict any such 
inference. The average smalltown publisher of today not only works 
harder than did his predecessor but he also does it for far less reward. 
Publishing concerns that once netted as high as 30 percent regularly, 
now feel they are fortunate if they can realize as much as 5 percent a 
year on their investment after taxes. And the trend is down rather 
than up. 

We feel we are correct in asserting that our publications operate 
largely in the area of public service. We believe this function should 
be recognized and realistically appraised when consideration is being 
given to imposing the greater hardships on our individual operations 


‘which continuing increases in second-class postal rates imevitably 


cause. 
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We believe, further, that this committee should make every effort 
fairly to evaluate the important role which America’s smalltown news- 
papers play in the daily lives of their readers; that they should also 
study with care the possible consequences to many of these small but 
vitally important servants of the people, if their costs of doing business 
continue to mount with the same irrestible trend that has been char- 
acteristic of them for the last quarter of a century. 

It is respectfully suggsted that a considered study of these two ob- 
jectives is well within the province of this committee and should 
properly precede any serious consideration to raise second-class postal 
rates. 

The second viewpoint which is commended to your attention sug- 
gests: (1) A realistic and thorough appraisal of the public-service 
‘responsibilities of the Post Office Department ; (2) A study of such 
services as may now be provided by the Post Office Department which 
are not excepted to pay their way or even to rescue bare costs to the 
Department. Both these suggestions are in relation to how much 
higher postal rates should go and still remain fair to the users and 
how much of what additional income is needed might more equitably 
be realized by other means. 

We are sure this committee will remember the American newspaper 
industry, especially the weekly segment, is just recovering from a 
round of three 10 percent increases in second-class rates imposed, I 
‘believe, in 1951. Being again faced with another of equal amount can- 
not be expected to be accepted with too good grace. 

We hope, incidentally, it will not be considered impertinent to in- 
quire if this is but the second in a series of similar demands and, if 
we accede, however reluctantly, to this proposal how soon it may be 
before still another may be propounded. We ask the committee to bear 
in mind that this rise in second-class rates, if approved as now pro- 
posed, would add up to a total increase in the classification of some 
60 percent in 7 years. ; 

We are not presuming to come before this committee and argue that 
this latest rate increase proposed in H. R. 9228 will cause widespread 
disaster throughout the weekly newspaper industry. While such 
raises may not, in themselves alone, constitute an impossible financial 
burden, they will, together with other added costs constantly being in- 
flicted on our businesses from every possible source, combine to make 
the smalltown newspaper business an increasingly more hazardous 
and a far less inviting field of endeavor than it once was. 

It is only necessary to cite such avenues as newsprint, utilities, taxes, 
insurance, labor, materials, equipment, machinery, etc., all constantly 
climbing to substantiate this testimony. At the same time the vast 
majority have been able to recover such a small proportion of these 
spiraling costs by raising charges for circulation for advertising, that 
net profits are declining steadily to the vanishing point. The point 
beyond which additional costs ean be passed along to customers has, 
in the majority of our cases already been either closely approached, 
reached, or passed. 

A questionnaire to all of our members shows that this opinion varies 
all the way from emphatic objections to any increases whatsoever to 
a willingness to accept nominal increases. Significant however of 
both of these viewpoints were the common reservations that any higher 
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tariffs that might be imposed should in fairness be accompanied by 
corresponding increases in the rates for other classes of mail matter, 
should acknowledge, by a promise of limiting further advances in the 
near future, the publie- service function of the Nation’s w eekly press, 
and should take fully into account the various nonprofit services pro- 
vided by the Post Office Department. 

The position taken here today is consistent with the attitude of our 
association in the past on these same questions. It recognizes the im- 
possible position of the Post Office Department in ever “hoping to es- 

tablish itself on a nonloss basis, reflects the willingness of some of its 

members, and the unwillingness of others, to pay ‘slightly higher sec- 
ond-class postal rates only if such higher rates can be proved to be justi- 
fied and equitable to all concerned and, finally, believes earnestly that 
its great contributions to the public welfare by cooperating with all 
levels of Government as a medium of public education and also the 
steadily narrowing financial return to ownership should be taken seri- 
ously into account. 

In concluding this presentation of opinion with respect to H. R. 
9228, we cannot refrain from a serious question of the wisdom of that 
portion of this bill which begins with section 204 and ends with sec- 
tion 208. 

This part of H. R. 9228 would create a so-called Commission on 
Postal Rates to which would be delegated broad powers granting com- 
plete and unrestricted control over the entire postal rate structure. 

The result of this action, if our interpretation of the intent is correct, 
would. be to supplant the Congress of the United States as a postal 

ratemaking agency and relegate to a Presidentally appointed Com- 
mission powers of administrative legislation historically and well- 
established as an exclusive function of ‘the C ongress. 

While conceding the possible need for some formula by which the 
difference of opinion between the Post Office Department and users 
of the mails, in disputes over what are fair postal rates, can amicably 
be resolved, we believe the majority of our members would vigorously 
disagree with this particular solution. 

This conclusion is based on these reasons: (1) It would mean a sur- 
render by the Congress of its historic policymaking prerogatives and 
powers, (2) it would create the dangerous possibility that rules, regu- 
lations, and/or rates governing the Post Office Department might not 
reflect the best interests df society as a whole or of an industry which 
might be harmfully affected, (3) the sections referred to contain no 
mention of a provision for approval by Congress of the proposals for 
commission action, an annual report to the Congr ess being all that is 
contemplated, and (4) includes a search and seizure provision permit- 
ting forceful acquisition of private papers by subpena powers, a tactic 
always repuguant to and vigorously opposed by newspapers in all 
localities with respect to Government agencies. 

In closing I would like to express my own appreciation and the 
gratitude of my colleagues in being permitted at this time to appear 
before your committee ‘and give our version of this question. Thank 
you. 

The CuarrmMan. Thank you, Mr. Esters. 
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You say your association is comprised of 5,400 weekly, semiweekly 
and small daity newspapers. How many are weekly, and how many 
are semiweekly and small dailies? 

Mr. Esters. I believe there are 600 dailies, and the balance are 
weekly and semiweekly. 

The CuHarrman. You have about 4,800 weekly and semiweekly 
papers ¢ 

Mr. Esters. In our membership ? 

The Cuarman. About 600 small daily newspapers ? 

Mr. Esters. Yes. 

The Cuarrman. You say that your membership is divided on the 

uestion of whether or not there should be any increase in second- 
class mail. I believe you said: 

The composite opinion of our membership on this question varies all the way 
from emphatic objections to any increases whatsoever to a willingness to accept 
nominal increases. 

Mr. Esrers. I think a common attribute of our industry is that it 
is composed of rugged individualists, and you cannot get unanimous 
opinion on any one question. I have a questionnaire taken over the 
country which reveals that very spread. I couldn’t give you the exact 
figures as to how many agree which way, but I could find that infor- 
mation. 

The CuHarmman. Of course, this provision of free distribution 
through the mails in county is very helpful to your weekly and semi- 
weekly newspapers. 

Mr. Esters. Speaking as an individual publisher, not as an asso- 
ciation, I wouldn’t care. I will pay if necessary. I will tell you why. 

My county is 66,000 square miles, and it is a tremendous county. 
My circulation is probably better than 75 percent newsboy and news- 
stand circulated, with a very small proportion in the mail outside of 
the delivery area in my own town, so that I personally wouldn’t care. 

The Cuamman. That is not characteristic of many weekly papers. 

Mr. Esters. I don’t think I am qualified to answer that. There is, 
I believe, I can say quite a considerable sentiment among our members 
that they don’t care so much for this free-in-county. The word “free” 
is what they don’t like particularly well. 

The CHarrmMan. Mr. Rees. 

Mr. Rees. Do you mean that you think that the people who belong 
to your organization would not object to removing the free-in-county 
mail? 

Mr. Esters. Let’s say, Mr. Rees, some of them wouldn’t. I cer- 
tainly couldn’t say all of them. I have heard several comment to me 
that they wouldn’t. I can’t say that as an industry conclusion. 

Mr. Rees. You do not have any figures on the free-in-county 
amounts as to what percentage? 

Mr. Esters. I think the dailies profit more than the weeklies in that 
category by about 2 to 1. The dailies benefit. 

Mr. Gross. You mean the small-town dailies? 

Mr. Esters. Yes. I think that is right. 

The Cuarrman. You are the first publisher of a small newspaper, 
especially a weekly newspaper, to have indicated that you would be 
in favor of giving up your free-in-county mailing privileges. 

Mr. Esters. They have never been polled on that. 
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The Cuarrman. I have never heard anyone down my way say that 
they would like to give up the free-in-county privilege. 

Mr. Esters. I think I gave my testimony as an individual, not as a 
representative of the press. 

The Cuarrman. Are there any further questions ? 

Thank you very much, Mr. Esters. 

That concludes the list of witnesses for today and the committee 
will stand in recess until next Tuesday morning at 10 o’clock when the 
hearing will resume on H. R. 9228. 

(Thereupon, at 12: 40 p. m., hearing was recessed to reconvene Tues- 
day, March 27, 1956, at 10 a. m.) 
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TUESDAY, MARCH 27, 1956 


House oF R&eprResENTATIVES, 
Com™MiITrrE ON Post Orrice AND Civin SERVICE, 
Washington, D.C. 

The committee met at 10:00 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The CratrmMan. The committee will be in order. 

The hearing will be resumed on H. R. 9228, the postal rate increase 
bill. The first witness this morning is Mr. Francis R. Cawley, vice 
president of the Magazine Publishers Association. 

I have a telegram from Mr. Wade Nichols, who is the official repre- 
sentative of the association, saying that he has laryngitis and cannot 
appear this morning, and that you will read his statement, Mr. Cawley. 

Mr. Cawtery. Yes, sir; that is correct. He sent me a copy of the 
same telegram. 

The Cuatrman. Allright, sir. 

You may proceed. 


STATEMENT OF FRANCIS R. CAWLEY, VICE PRESIDENT, MAGAZINE 
PUBLISHERS ASSOCIATION, ON BEHALF OF WADE NICHOLS, 
CHAIRMAN, EDITORIAL COMMITTEE 


Mr, Cawiey. Mr. Chairman and Members of the committee, my 
name is Francis R. Cawley. I am vice president of the Magazine 
Publishers Association, Inc., and in charge of the Washington, D. C., 
office. 

I regret that illness prevents Mr. Nichols’ appearance here this 
morning, but I am grateful for this opportunity to present this state- 
ment on Mr. Nichols’ behalf. As an officer in the MPA, I have par- 
ticipated in drawing this statement, and I am familiar with our 
policies. 

However, in presenting this statement, I will omit certain portions 
in order to save time. Mr. Chairman, I believe that it has been the 
wish of the committee to have the position of the Magazine Pub- 
lishers Association presented to the committee before other of our 
publishers appear, 

The CuarrmMan. That is correct. 

Mr. Cawtey. The chairman will recall that several publishers who 
are members of our committee have already appeared and prescnted 
testimony. I understand that other witnesses have been allowed to 
complete their prepared statements without interruption, and I hope 
that I, too, may be granted this courtesy. It will take me about 15 
minutes to read my statement, and I shall then be glad to answer any 
questions which you may care to ask. 


393 








394 POSTAL RATE REVISION 


_My first item is what the MPA is. The Magazine Publishers Asso- 
clation, Whose members include 377 small and large magazines cover- 
ing every field, have a circulation totaling up to about 50 percent of 
the total magazine circulation in the United States. I think it is 
noteworthy that, while 32 of the 377 magazines which make up our 
membership have circulations of more than a million, 183 have cireu- 
lations of less than 10,000. 

You will find a complete list of the membership of the Magazine 
Publishers Association on the inside front cover of the copies of this 
statement which has been passed among you. I suggest that you look 
at the amazing variety of magazines in this list. 

Only a fraction of the circulation of these magazines is obtained 
through newsstand sales. Two out of three are delivered to their 
readers’ homes through the United States mail. This vast home circu- 
lation is possible only because of low second-class postage rates. 

There are about 25,000 publications that have been granted the 
privilege of the second-class mail rate. Entered in the second-class 
mails are 735 magazines devoted particularly to the needs of the 
farmer, 110 devoted to the doctors, 300 to the union member, 125 to 
the lawyer, 3,500 to religion. 

Scarcely a skill can be named so specialized that it does not have 
its own magazines. There are publications for electronics, for nucle- 
onics, for lampmakers, perfumers, botanists, archeologists—yes, even 
for operators of model trains. Think of it—a total of 25,000 periodi- 
cals going regularly to those who find them most useful. About one- 
half of these periodicals are magazines; the other half are newspapers. 

The Magazine Publishers Association’s position on the legislation 
before you is no secret to anybody interested in the rate question. 
This matter has been freely discussed at many of our meetings in 
recent years: on some occasions in the presence of guests from the 
Post Office Department. A delegation representing MPA has called 
on the Postmaster General and presented the views of the association. 

Our policy has been approved by the MPA board of directors and 
circulated to all members. This pamphlet entitled “Postal Policy 
and Rates” has been widely distributed. Copies have gone to Mem- 
bers of Congress and to the Postmaster General and his aids. 

We have leaned over backward in an effort to supply our views to 
you, to postal officials, and to all other interested parties. I hope you 
have all read this statement of our position, and I have extra copies 
here if any of you want them. Incidentally, I believe that they have 
been placed at your desk. : 

I ask, Mr. Chairman, that this printed statement be included in 
the record as part of my remarks. 

The CHatrmMan. Doesn’t your statement embody what is in that 
pamphlet ? 

Mr. Cawtry. Yes; it does. 

The Cuatrman. We are trying to cut down the size of the record. 
It costs money to print that in the record, and if it is duplication 
there is really no necessity for going to this extra expense to put it in 
the record. However, if it contains matter pertinent and extraneous 
to your statement you are reading this morning, it will be published 
in the record. 
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Mr. Cawtey. It is an elaboration of the materials I will give here 
this morning. I think it is a fuller explanation than I will be able 
to give in the brief time here. 

The CuarrmMan. All right. 

(The pamphlet referred to follows :) 


Postat PoLticy AND RATES 


A STATEMENT OF POSITION BY THE MAGAZINE PUBLISHERS ASSOCIATION, IN, 


Summation 

Magazine Publishers Association expresses its gratification over the attention 
being focused on the immediate need for congressional action in the postal situa- 
tion, pledges its support to any measures leading to a just and equitable and 
permanent solution, and urges consideration of the following proposals : 

1. That the present Congress make its first order of postal business a 
declaration of policy, as urged by the Senate advisory council and the Post 
Office itself ; 

2. That the Post Office Department continue to be considered, as it has 
been throughout our history, as fundamentally a public service to the people 
of the United States and not a public utility which is expected to exact from 
users of the mails revenues to balance expenses ; 

3. That postal rate schedules, to be formulated following the congressional 
declaration of policy, shall reflect the fact that the postal service is pri- 
marily designed to handle first-class mail, with the other classes as extra and 
subsidiary operations ; and that it is in the public interest to maintain second- 
class rates which will contribute, as in the past, to the free and unrestricted 
flow of information, education and enlightenment of the people ; 

4. That the postal service shall be conducted according to the highest stand- 
ards of efficiency, and that the Congress should set for the Post Office Depart- 
ment a minimal goal of operational economies, together with a time schedule 
for such economies to be realized ; 

5. That ratemaking is, and must remain, an exclusive congressional! func 
tion; and that the Congress consider the establishment of a Joint Congres- 
sional Committee for Postal Rates, and attach to it a permanent staff of 
technicians responsible solely to the Congress. 

The Magazine Publishers Association views with gratification the attention 
currently being directed toward an improved postal service. It is the associa- 
tion’s sincere hope that the 84th Congress will take forthright action to solve, 
once and for all, the problem which for so many agonizing years has plagued 
the Congress with unreasonable demands on its time, and alarmed those who 
must depend upon the mails for efficient and low-cost service. 

The association believes that it is as unnecessary as it is unwise to indulge in 
annual struggles to determine just what rates shall be charged for what postal 
services. It believes that it is not only desirable but possible to so clearly define 
postal policy that changes in rates will become a matter of periodic price adjust- 
ment when and as such adjustments may be necessary because of inflation or 
other major economic change. 

Let it be clearly stated, as it has been proved by the record, that magazine 
publishers generally are as deeply concerned for the publie good, as intensely 
patriotic, and quite as eager to have settled now, and without further delay, the 
perplexing problem of Post Office revenues as are any individuals or groups in 
public life. They have, indeed, a far greater stake in the matter than any 
person in government. ; 

Magazine publishers are not opposed to rate increases per se. They will not 
oppose an adjustment in postal rates that they believe is based upon a policy both 
economically sound and directed to the best interests of the American public. 
They do not merely favor a congressional policy definition that will enable fair 
rates to be quickly arrived at; they strongly urge that such a definition be made 
the first requisite of the House and Senate Postal Committees, and of the Con- 
gress as a whole, in any consideration of postal rates. 

Magazine publishers, with not only their own but the interest of the postal 
service at heart, must of necessity oppose current administration bills (H. R. 
2988, H. R. 3081; and S. 881). Their opposition is grounded in the conviction 
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that these bills seriously violate two very fundamental traditions in American 
government, namely : 


1. That the Postal Establishment, in its historic character and by its oft- 
declared purpose, is a public service ; and 

2. That the ratemaking power is and must remain a function of the 
Congress. 


It is the MPA’s sincere belief that these measures, like others proposed by the 
eurrent Post Office administration, would quite definitely change the historic 
character and purpose of the Postal Establishment, and would remove from the 
Congress the ratemaking power. The MPA further believes that unthinking 
acceptance of these proposals constitutes not only a dire threat to magazines and 
newspapers but to the public welfare as a whole. 

The question of whether, or by how much, rates should be raised is completely 
academic and beside the point until and unless Congress looks carefully into the 
fundamental premises behind the asking. Until basic policy is defined, any rate 
change will only becloud the issue, and perpetuate a rate struggle already too 
long continued. 

The big push for temporary rate adjustments, based on what publishers in- 
terpret as a wrong postal philosophy and enacted solely to help the postal ad- 
ministration show a quick in balance, is not only putting the cart before the 
horse; it is at best a makeshift, hurry-up piecemeal measure that will make any 
needed rate adjustments 10 times as difficult to accomplish. 

Furthermore, any granting of temporary rate increases now, before funda- 
mental policy is defined, would be a reckless waste of the thousands of man- 
hours and dollars devoted to the recent exhaustive studies created by the Con- 
gress, the Post Offiec, and various users of the mails. To push these into the 
background, in favor of some “quickie” solution that will be no solution at all, 
would be to ignore the most incisive thinking ever devoted to solving the postal 
dilemma. 

Never before has the Congress had available for its use three such illuminating 
documents as the report produced under Senate Resolution 49, the financial 
policy recommendations of the present Postmaster General and his staff, and the 
volume Rate Policies and Rate Practices of the United States Post Office by Dr. 
Jules Backman. 

These documents clearly set forth the pros and cons of the fundamental issues. 
They also, surprisingly, reveal several areas where all parties concerned are in 
gratifying agreement. For example, the magazine publishers and the postal 
authorities are fully agreed: 

(a) That there now has to be a congressional declaration of policy—a clari- 
fication of the United States postal service in terms of its functions and 
objectives. 

(b) That the setting of rates is a pricing problem which surmounts the bounds 
of mere allocated costs and which should take into consideration the principle 
of differential pricing based on additional economic factors such as value of 
service, ability to pay, etc. 

(c) That the application of sound management principles, including sub- 
stantial amounts of research, are necessary to create further efficiencies and cost 
reductions. It is further implicitly agreed that such application can create 
efficiencies and cost reductions. 

Whatever disagreements exist fall within the specific application of these 
principles. Thus, it is for the development of an applied postal rate policy 
that we all turn to the Congress. In the sincere endeavor to help the Congress 
find a quicker, saner and more permanent solution to the postal problem, the 
Magazine Publishers Association respectfully requests congressional attention 
to the following: 


1. The need for a congressional declaration of policy 

The MPA strongly urges that any congressional action on postal matters be 
preceded by through consideration of the recommendations made in 1954 by 
the Advisory Council to the Senate Committee on Post Office and Civil Service, 
as well as those suggested by the Post Office in its current financial policy state- 
ment. This Council, created under Senate Resolution No. 49, made what was 
perhaps the most intense, broad-gaged and detailed study of the postal structure 
during the past 100 years. 

It is noteworthy that the Advisory Council prefaced its comprehensive analysis 
with these words: “Any proposed solution to the many problems besetting the 
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Post Office Department must reflect some assumption as to just what Congress 
expects the postal service to be and do * * * Of the essence is an official policy 
determination which can be made only by the Congress of the United States.” 

For reasons difficult to determine, this very convincing report has not had the 
public currency it deserves. The present postal administration has accused it 
of containing “both inaccuracies of fact and erroneous deductions.” Neverthe- 
less, its prime recommendation is of such undeniable strength that the Post Office 
Department (in its statement, Financial Policy for the Post Office Department) 
has admitted that “a permanent expression of postal policy is overdue” and that 
“a reconsideration of the basic charter of the Post Office” is indicated. 

The MPA differs from the Postmaster General in that it insists that such a 
defining of policy should be made the first order of congressional business, while 
the present Postmaster General would first balance his budget and get around to 
congressional definition of policy only after rate adjustments have been made 
on his debatable premise that the Post Office Department should be self- 
supporting. 

Speaking before the National Tax Association recently, Senator Frank 
Carlson said: “It is my sincere conviction that the Congress must develop a 
sound policy for the Post Office Department and its operations. Otherwise, 
postal rates developed on any other basis will result in an unjust tax on users 
of the mails.” 


2. What is the Postal Establishment: “Public service” or “public utility”? 


The beginnings of the magazine industry’s immense growth and contribution 
to the public good coincided almost exactly with the adoption by Congress of the 
act of March 3, 1851. This act clearly set the philosophy of the Post Office as 
primarily public service. For more than a hundred years the Congress, under 
its right and power to establish and regulate the postal service, has continued 
to recognize this service-first policy. 

It is worth noting that the act of March 3, 1851, was specifically designed to 
reject two different concepts that previously had been tried and proved detri- 
mental to the public welfare. The first was the profit basis of charging for 
postal services ; it had its tryout in colonial times, its purpose being to produce 
revenues for the Crown; it failed. The second was the policy “service limited 
to revenues received” or of “exacting such postage as may be requisite to defray 
the expenses” of the Postal Establishment; under this policy the postal budget 
was in truth balanced, but the postal revenues and service fell to such low estate 
that the public’s needs and demands were far from met; this policy also was 
rescinded. 

The proposal by the current administration that the Post Office be made self- 
supporting is thus seen to be nothing new; it is a throwback to the period 
1789-1851. By way of reply to the charge that the Congress in 1851 had decreed 
a policy in direct opposition to the historically inept self-support theory, the 
Postmaster Géneral answers: “There is no reason to believe that the policy 
enunciated then is applicable to the age of the airplane, the superhighway, radio 
and television.” 

On its face, that comment could be interpreted as suggesting that modern 
developments have made obsolete the necessity for an informed, intelligent, alert 
and united people, that reading and thinking are outmoded, and that getting 
more money for the Post Office quickly is more important than congressional 
agreement on who should pay how much and why. 

If such a statement infers that America’s modern facilities for education have 
made magazines and newspapers no longer of importance as educational factors, 
then the present postal administration should give heed to leading educators 
today who declare the Nation’s periodicals to be “America’s greatest adult 
educators,” and that they are performing a service that would require billions 
in public funds to duplicate. 

For example, in its report to the Senate Advisory Council in November 1953, 
the National Education Association stated: “The weight of legislative tradition 
and the whole history of postal operations in this country seem to come down 
heavily in favor of regarding the Post Office as a form of public service, partially 
subsidized from general revenue in the interest of the general welfare.” 

In the words of Dr. Edgar Dale, professor of education at Ohio State Uni- 
versity, “An enlightened public opinion is impossible without the reading of 
excellent magazines.” For this reason, as the Hoover Commission observed in 
1949, “Certain postal rates are fixed, not primarily to provide postal income, but 
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as an element of public policy in the dissemination of information and in the 
provision of services not otherwise obtainable by the people.” 

Magazine publishers assert that the discredited “self-support” policy amounts 
virtually to an attempt to change the essential character and purpose of the 
postal service. It further holds that any blind and unthinking acceptance of 
this philosophy not only spells eventual doom to the magazine industry as it now 
exists, but that it will adversely affect the entire economy and will prove to be 
an unendurable burden upon millions who thus will be denied low-cost publica- 
tions. 

It is for the Congress to decide, when considering the current bills, whether the 
quite certain losses in periodical circulation and the consequent loss in adult 
education and an informed and alert citizenry—to say nothing of the equally 
certain losses to the Post Office Department from diminishing revenues—will not 
top by a considerable figure the so-called postal losses now so prominently being 
decried. 

It must not be inferred from the above that magazine publishers stand for- 
ever opposed to any rate increases at all. It is the fundamental premise behind 
the Postmaster General’s requests that we oppose. Though the service character 
of the Post Office is historically evident, the hue and cry is now made to change 
that character. 

The Magazine Publishers Association insists that (1) a clear policy statement 
should be made immediately, and that (2) the statement should flatly affirm that 
the Post Office Department is basically a public service to the American people 
and not a business or a public utility. With the basic service policy once clearly 
defined, a formula for rate adjustments can then quickly, and with relative ease, 
be devised which takes into consideration whatever public service aspects the 
Congress feels are justified in the nation’s welfare. 

No less an authority than Senator Frank Carlson, former chairman of the 
Senate Committee on Post Office and Civil Service, stated recently: “Second 
class is traditionally the great educational category of mail. To provide the 
American people with information of record—information which is essential if 
we are to remain a nation of free, knowledgeable men and women—there is no 
substitute for the newspaper and the magazine. And there can be no substitute. 
It costs taxpayers billions of dollars a year to educate our children in the schools. 
I cannot see that it is out of line if the great adult-education operation of the 
Post Office Department, through second-class mail, is made possible at a moderate 
cost to the taxpayer.” 


8. First-class mail and its relation to other classes 

In his message to Congress, January 11, 1955, President Eisenhower stated: 
“The privacy, security and swift dispatch of letter mail, the priority of service 
at all times, in all places, and the intrinsic value of such mail are factors which 
are pertinent to ratemaking in addition to the cost factor.” 

Magazine publishers long have insisted that because of the primacy and prior- 
ity accorded first-class mail, allocated costs should reflect these factors ; and con- 
versely, that rates should reflect the fact that all other classes receive incidental 
and deferred treatment. 

The historic primacy of first-class in the postal system is attested to by state- 
ments from many authoritative sources. But it is attested to even more con- 
vincingly by the rates charged for this service for more than 100 years. 

The United States postal service, for all its defects, is the biggest and best in 
the world. That did not just happen. It grew naturally out of that 100-year-old 
congressional decree that the Postal Establishment was to be a positive instru- 
ment of progress for the benefit of all American citizens—an instrument geared 
not to profit but to public interest. It was this dynamic and typically American 
concept that, in 1879, led to a division of the postal service into three great classes 
of mail, each with its own rate scale. 

The rapid, safe collection, and delivery of letters was then as now recognized 
to be the first responsibility of the Post Office, and this category was therefore 
named “first-class mail.” As the most important and universal category, first- 
class mail was assigned the major part of the burden of postal costs. 

But though first-class mail provided the basis for the physical expansion of the 
Post Office Department, Congress understood the urgent need for other types of 
mail to fit the social and economic requirements of the nation. In the case of 
second-class mail lower postal rates were established to encourage wide distribu- 
tion and reading of magazines and newspapers. That this policy of 1879 was 
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wisely designed to stimulate the dissemination of knowledge rather than the ac- 
cumulation of profits, and that it has been highly successful in achieving this 
purpose, is demonstrated by the fact that while the profit percentage of the peri- 
odical publishing industry remains one of the lowest of all low-profit industries 
(only 2.8 percent in 1953) the total circulation of second-class publications has 
gone up over 38,300 percent since 1890—the earliest year for which an estimate 
is available. 

Through third-class mail American business was encouraged to stimulate the 
growth of new products and services. Reduced rates were practical for this class 
because of the deferred and incidental treatment accorded it, as well as the busi- 
ness stimulus it is designed to achieve. 

The MPA believes that the relationship among postal classes laid down by the 
act of 1879 continues to be both equitable and in the public interest. It recognizes 
that special conditions—such as depression, inflation or war—may necessitate 
rate adjustments. Publishers have not objected, and will not object, to such ad- 
justments in principle—provided they fall within the pattern of the relationship 
long proved successful and desirable. 


4. Post Office economies as factors in deficit reduction 


Magazine publishers, being businessmen, are properly concerned with the huge 
part played in the current deficit by the towering operational inefficiencies and 
bureaucracy of the Postal Establishment. Few informed persons will deny that 
the .Post Office proverbially has large areas of inefficient operation. It was not 
a publisher but an expert on accounting matters, then employed by the House Ap- 
propriations Committee, who referred to the Post Office as “‘the most antiquated, 
antediluvian, obsolete, tradition-ridden structure in the Government.” Equally 
critical statements have been made by the present Postmaster General and other 
postal officials. Experts have testified that it is entirely reasonable to expect the 
Post Office to cut its expenses by 10 percent through increased efficiency. Indeed, 
Congress might well instruct the Department to set some such cost reduction as a 
minimum goal, and to submit to the Congress a breakdown of how the reduction 
would be achieved, together with a schedule of the steps by which it will be 
completed. 

The MPA gives unstinting credit to the present Postmaster General for his 
announced intention to cut the deficit by effecting economies and streamlining 
the Establishment. He has made, and is making, encouraging steps in that direc- 
tion—and he shall have the full support of magazine publishers in so doing. It 
must be recognized, however, that most of the savings thus far claimed come not 
from economies effected but from transfers of charges to other departments, in- 
come from increased rates, and anticipated expenditures which were not made be- 
cause of volume miscalculations. 

What would oecur if rates are increased sufficiently to offset all Post Office 
expenses? Would not such covering of these deficits almost certainly bring to an 
abrupt halt the efforts of those now so rightly interested in effecting economies? 

The MPA respectfully suggests that, when rate legislation is considered, and 
when all the public services and subsidy factors have been properly accounted for 
in the budget, any remaining deficit should be held up before the people for what 
it is: the cost of inefficiency. If this is done, the pressure of public opinion will 
do the rest. 


5. The misuse of the cost-ascertainment system 


The MPA is convinced that no small part of the almost impenetrable confusion 
existing today over postal costs and rates, deficits and losses, is traceable not so 
much to the Post Office’s Department’s Cost-Ascertainment (or cost-allocation) 
system as to the way it is used. 

The prime weakness of the cost ascertainment as the basis for ratemaking is 
that under it expenses are allocated with no regard whatever for such major 
considerations as the speed and value of the service, the preferment and de- 
ferment of different classes of mail, the ability of the users to pay, and the value 
to the public welfare of the mail carried. These are, of course, intangible factors 
and Congress must measure and declare their weight as basic factors in rate- 
making. 

There is no area where the present postal administration has been more incon- 
sistent than here. While denying both in public and in private that cost ascer- 
tainment is used to any degree whatever in ratemaking (as indeed it cannot be), 
the Postmaster General has again and again publicly pointed to the allocated “ex- 
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cess of apportioned expenditures over revenue” in second-class ($221,662,843 in 
fiscal 1954) as the amount by which the Public Treasury is subsidizing maga- 
zines.” 

sy no kind of reasoning can the allocated loss on second-class mail be ac- 
counted a deficit of such magnitude—and every official of the postal service knows 
it. Yet this charge is still heard. However, the Post Office Department agrees 
with the MPA as to cost ascertainment in the following words: “* * * cost ac- 
counting cannot be applied in a vacuum. The main test of the validity of cost 
allocations in any circumstance is one of reasonableness and usefulness in rela- 
tion to the management objectives. One method of cost accounting will be proper 
in deciding whether to expand or contract a business, whereas another will be 
proper in fixing selling prices of a commodity. Therefore, cost accounting cannot 
be expected to produce answers to fill the void left by failure of the Congress thus 
far to express a statement of policy for the Post Office. If such a statement of 
policy is once made, a method of cost finding can be adopted to carry out that 
policy.” 


6. Ratemaking must remain an exclusive congressional function 

The Magazine Publishers Association holds, as it has been held by the Con- 
gres traditionally, that the setting of postal rates is and must remain an ex- 
clusive function of the Congress of the United States. It holds that the proper 
determination of rates is too important to the entire national economy to be 
entrusted to any person or any body not directly responsible to the people. 

On the other hand the Postmaster General, in pressing for the creation of an 
independent, impartial, ratemaking commission, is demanding that the Con- 
gress abdicate its responsibility. 

It is the MPA’s position that this proposal is in fact a bold attempt to kidnap 
from the representatives of the people powers rightly exercised by them. 

Such a commission, unhampered by any threat of veto by the Congress, would 
be empowered to make increases of a size and frequency dictated only by whim 
or pressure. An indication of the kind of pressure such a commission would 
meet is seen in the language used in H R. 2988, H. R. 3081, and S. 88i—the rate 
bills now pending. Herein the commission is directed to set such rates as will 
“provide revenues which will substantially equal the expenditures of the Post 
Office Department.” The granting of such a commission by the Congress actually 
means the assigning of life-and-death power over thousands of business concerns 
and individuals who use the mails. All users of the mails therefore rightly re- 
gard this as the most dangerous postal proposal ever made. 

While rejecting the notion of an independent and impartial commission, the 
MPA believes that the Congress should have expert and continuing assistance 
in formulating rates. In place of the commission proposed, the association rec- 
ommends the establishment of a Joint Congressional Committee for Postal Rates, 
and that this committee shall have attached to it a permanent staff of tech- 
nicians who will continuously study the postal problem and report to the Senate 
and House committees on the need for rate adjustments periodically in accord- 
ance with standards laid down by the Congress in its policy declaration. 

Members of MPA publish magazines of many types, e. g.. agricultural, business, 


consumer, educational, religious, and professional, as indicated by the following 
list of titles: 


Advertising Age American Magazine 
Advertising Agency American Perfumer 
Advertising Requirements American Printer 
Air Conditioning, Heating Andy Panda 


and Ventilating 
Air Progress 
Air Trails 


Antiques 
Architectural Forum 
Architectural Record 


American Artisan Astounding Science Fiction 
American Baker Atlantic Monthly 
American Builder Authentic Police Cases 
American Business Automotive Industries 
American City Aviation Week 


American Druggist 
American Home Baby Care Manual 
American Journal Baby Talk 

of Nursing Ballyhoo Magazine 
American Machinist Banking 
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Best’s Insurance News— 
Fire and Casualty edition 
Life edition 

Better Homes and Gardens 

Better Living 

Bible Lessons—Intermediate 

Bible Lessons—Junior 

Bible Lessons—Senior 

Bible Stories in Pictures 

Bible Student 

Big Detective Cases 

Boot and Shoe Recorder 

Boys’ Life 

Bluebook Magazine 

Brick and Clay Record 

Bride-To-Be 

Bugs Bunny 

Building Material Merchant 

and Wholesaler 

Building Supply News 

Bus Transportation 

Business Education World 

Business Week 





Calling All Girls 
Capper’s Farmer 
Car Life 
Catholie Digest 
Ceramic Industry 
Chain Store Age— 
Administration edition 
Drug Executives edition 
Drug Store Managers edition 
Fountain-Restaurant 
magazine 
yeneral Merchandise- 
Variety Store 
Executives edition 
Grocery Executives edition 
Grocery Managers edition 
Variety Store Managers edition 
Champion 
Charm 
Chemical Engineering 
Chemical Week 
Child Life 
Child’s Companion 
Children’s Digest 
Christian Herald 
Cisco Kid 
Coal Age 
College and University 
Business 
Collier’s 
Commercial Car Journal 
Compact 
Concordia Bible Student 
Concordia Historical Quarterly 
Concrete Products 
Construction Methods 
and Equipment 
Construction News 
Control Engineering 
Controller 
Soronet 
Corset and Underwear Review 
Cosmetics and Toiletries 
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Cosmopolitan 
| Credit and Financial 
| Management 
| Crockery and Glass Journal 
| Croplife 
| Cue 


| Deaf Lutheran 
| Dell Comic Group 
| Dell Crossword Puzzles 
| Dell Modern Group 
| Dell Screen Group 
| Dept. Store Economist 
Diesel Progress 
| Distribution Age 
| Dun’s Review and 
| Modern Industry 
| Dun and Bradstreet’s 
International Markets 
Electrical Construction 
| and Maintenance 
| Electrical Merchandising 
| Electrical West 
Electrical Wholesaling 
| Electrical World 
| Electronics 
Elks Magazine 
Ellery Queen’s Mystery 
magazine 
| E.& M. J. Metal and 
Mineral Markets 
Engineering and Mining Journal 
Engineering News-Record 
| Esquire 
Esquire’s Apparel Arts 


Factory Management 
and Maintenance 

Family Circle 

| Farm Journal and 
Country Gentleman 

Feedstuffs 

Field and Stream 

Financial World 

Fisherman 

Fleet Owner 

Florists Exchange and 
Horticultural Trade World 

Flower Grower 

Flying 

Flying A Range Riders 

Food Engineering 

Forbes 

Fortune 

Front Page Detective 

Furniture Retailer 


GP 
Gas Age 
Gas Appliance Merchandising 
Gene Autry Comics 
yerald McBoing Boing 
Giftwares 
Glamour 
Good Housekeeping 
Gospel Lessons 
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Grade Teacher 
Grit 
Guernsey Breeders’ Journal 


Hardware Age 
Hardware World 
Handbags and Accessories 
Handweaver and Craftsman 
Harper’s Bazaar 
Harper’s Magazine 
Harvard Business Review 
Heating and Plumbing 
Equipment News 
Heating, Piping and 
Air Conditioning 
Henry 
Henry Aldrich 
Highlights for Children 
Hi Yo Silver 
Holiday 
Home Auto Mechanic 
Home Furnishings 
Horoscope 
House Beautiful 
House and Garden 
House and Home 
Household Magazine 
Housewares Review 
Howdy Doody 
Humpty Dumpty 


Indian Chief 
Industrial Distribution 
Industrial Gas 
Industrial Marketing 
Infants’ and Children’s Rev. 
Info 

Information 

Inland Printer 

Inside Detective 
International Markets 
Instructor 

Iowan 

Iron Age 


Jace Pearson— 

Texas Rangers 
Jack and Jill 
Jewelers’ Circular-Keystone 
Journal of Lifetime Living 
Just A Minute 


Kansas Farmer 

King of the Royal Mounted 
Kiwanis Magazine 

Ladies’ Home Journal 
Lassie 


Laundry Age 

Laundry Manager 

Leaders’ Guide 

Life 

Linens and Domestics 

Little Iodine 

Little Lulu 

Living—for Young 
Homemakers 
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Lone Ranger 

Look 

Looney Tunes 

Loyalty, Christ and Country 
LP-Gas 

Luggage and Leather Goods 
Lutheran 

Lutheran Education 
Lutheran Witness 

Lutheran Women’s Quarterly 
Lutheraner 


Machinery 
Mademoiselle 
Marine Engineering 
Masonry Building 
Master Detective 
McCall’s Magazine 
McCall’s Needlework 
McCall’s Pattern Book 
McGraw-Hill Digest 
Michigan Farmer 
Milling Production 
Missouri Ruralist 
Modern Airplane News 
Modern Beauty Shop 
Modern Bride 
Modern Hospital 
Modern Romances 
Modern Screen 
Motor 

Motor Age 

Motor Boating 





Nation’s Business 

Nation’s Schools 

National Distribution 
National Furniture Review 
National Grange Monthly 
National Petroleum News 
National Provisioner 

New Funnies 

| Newsweek 

New Yorker 

Notion and Novelty Review 
| Northwestern Miller 

| Nucleonics 

Nursing Outlook 





| Official Crossword Puzzlee« 
Ohio Farmer 

One Thousand Jokes 
Optical Journal 

Outdoor Life 


| Parents’ Magazine 
Parish Education 
Pennsylvania Farmer 
Petroleum Processing 
Petroleum Week 
Photoengravers Bulletin 
Photoplay 

| Pocket Crossword Puzzles 
Pogo 
Popeye 
Popular Electronics 
Popular Gardening 
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Popular Mechanics 
Popular Photography 
Popular Science Monthly 
Porky Pig 
Power 
Practical Builder 
Premium Buyers’ Guide 
Presbyterian Life 
Printers’ Ink 
Product Engineering 
Progressive Farmer : 
Carolina-Virginia edition 
Georgia-Alabama-Florida edition 
Kentucky-Tennessee-West 
Virginia edition 
Mississippi-Arkansas- 
Louisiana edition 
Texas edition 
Public Relations Journal 


Radio-TV Mirror 

Railway Age 

Railway Freight Traffic 

Railway Locomotives 
and Cars 

Railway Signalling 
and Communications 

Railway Track 
and Structures 

Reader’s Digest 

Real 

Real Estate Record 
and Builders’ Guide 

Redbook 

Reporter 

Rock Products 

Rotarian 

Rudder 


Safety Maintenance and Production 
Saga 
Sales Management 
Saturday Evening Post 
Science and Mechanics 
Scientific American 
Seouting 
Screen Album 
Screen Stories 
Screenland 
See 
Sergeant Preston 
Silver Screen 
Spectator 
Speed Age 
Spinning Wheel 
Sport 
Sports Afield 
Sports Car Illustrated 
Sports Illustrated 
Standard Rate and Data Service: 
Business Publishers Rate and Dats | 
Canadian Media Rate and Data 
Canadian Magazine Rate 
and Data 
Consumer Magazine 
Rate and Data 
Films for Television 
National Network Radio 





Standard Rate and Data Service—Con. 
and Television Service 
Newspaper Rate and Data 
Radio Rate and Data 
Television Rate and Data 
Transportation Advertising Rate 
and Data 
Successful Farming 


| Sunday Bulletin 


Sunday School Times 


| Sunrise Magazine of 


Southern Living 


Tarzan 
Teachers Quarterly— 
Lower Level 
Upper Level 
Teenage Romances 
Textile World 
Theological Monthly 
This Day 
Thrilling Fiction Group 
Tide 
Time 
Tiny Tots 
Today’s Secretary 
Tom Corbett—Space Cadet 
Tom and Jerry 
Tonto 
Town and Country 
Town Journal 
Toys and Novelties 
Traffic World 
Transportation Supply News 
Travel 
Trigger 
True Detective 
True Experiences 
True Love Stories 





| True Romances 


True Story 
Tubby 
TV-Radio Mirror 


|U. S. News & World Report 


| Vogue 


Vogue Knitting Book 
Vogue Pattern Book 


Walt Disney’s Comics 
Walt Disney’s Donald Duck 
Walt Disney’s Mickey Mouse 
Weekly Underwriter 
Welding Engineer 
Woman’s Day 
Woman’s Home 

Companion 


| Woodworkers Reporter 


Woody Woodpecker 


Yachting 
Young Men 
Young World 
Your New Baby 


Zane Grey’s Comics 
Zane Grey’s Western 
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Mr. Cawtery. I should like to make it clear that the MPA is at least 
as anxious as the most ardent member of your committee that the 
postal rate question be settled promptly. We have an affirmative pro- 
gram which we earnestly urge you to adopt this year. 

We do not think that we are overly optimistic in believing that a 
law could be passed within a matter of a few weeks which would 
settle the rate question for the foreseeable future. We are fully aware 
that the kind of law we have in mind might mean an increase in sec- 
ond-class mail rates. We would not only not oppose, but would ac- 
tively support a proper law. 

Congress should set all rates. H. R. 9228 is divided into two titles. 
The first proposes temporary rate increases. The second would estab- 
lish a so-called independent Rate Commission. 

We should like to discuss title II first because, in our opinion, it is 
even more important than title I. Strangely, the proponents of this 
bill did not say much about the proposed Rate Commission. Most of 
them did not even mention it. 

The Postmaster General devoted only two pages of his 29-page 
statement to the proposed Commission. Possibly he and his associates 
are not very optimistic that you will agree to surrender your power 
to set rates. We hope that they are right. 

We recall that the Republican Party campaigned against big gov- 
ernment and urged a reduction in agencies and commissions. ‘Two 
Hoover Commissions have made a monumental effort to cut the size 
and scope of government. The demand to create another downtown 
agency seems out of harmony with this trend. 

The fact is that the proposal to set up an independent Rate Com- 
mission means that H. R. 9228 is not just another rate bill—it is a 
revolution. The Commission would, for all practical purposes, be in- 
dependent of Congress, but definitely dependent on the Post Office 
Department. 

Not only is the Postmaster General obviously going to recommend 
the men to be nominated as Commission members. but if ever the Post- 
master General decides the time has come to readjust rates, the Com- 
mission has to give his request priority over any other business that 
may be before it. This bill would be much more honest if it simply 
turned the ratemaking power over to the Postmaster General and 
let it go at that. 

One of the arguments advanced in favor of a rate-setting Commis- 
sion is that it would enable the Post Office to adjust postal rates 
promptly to reflect changing costs. If, however, the effect of the new 
rates on the public welfare is even more important than the precise 
‘atio between costs and rates, then it surely is unsound to take the rate- 
making power and prerogative away from Congress, which is the 
primary custodian of the public interest. 

This would be an abdication of congressional responsibility. 

In the practical definition of the term, the Post Office Department 
is a monopoly, and one that ultimately affects the welfare of every 
American. If you want to mail a letter, you have to go to the post 
office. A monopoly, again by definition, is often as inconsiderate of 
the customer as it can get away with being. 

Tt is as inefficient as it is permitted to be. It charges as much as 
the traffic will bear: and seldom a cent less. As we understand it, it 
is the business of Congress to protect the public from monopolies. 
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If you don’t do it, then who will? Surely not an independent rate 
commission that, to all intents and purposes, is simply another arm 
of the Post Office Department. 

The MPA believes that title II of the bill now before you, which 
would remove the power of ratemaking from the Congress and put it 
in the hands of an autonomous commission, is counter to the public 
interest and should be flatly rejected. 

While rejecting the notion of an independent and impartial com- 
mission, the MPA believes that the Congress should have expert and 
continuing assistance in formulating rates and checking on the service 
and efficiency of the Post Office Department. In place of the com- 
mission proposed, the association recommends the establishment of 
a Joint Congressional Committee for Postal Matters, having attached 
to it a permanent staff of technicians who will continuous sly. study the 
postal problem and report periodically to the Senate and House com- 
mittee, not only on the need for rate adjustments in accordance with 
standards laid down by the Congress in a policy declaration, but on 
steps that might be taken to improve the efficiency of the postal service. 

Are low second-class rates in the public interest? The public-service 
nature of the Post Office is abundantly evidenced. As far back as 
1851, Congress passed an act rejecting the profit basis in charging for 
postal services. It rejected equally the idea of service limited to 
reventies received. 

As the National Education Association reported to the advisory 
council in November 1953: 

The weight of legislative tradition and the whole history of postal operations 
in this country seem to come down heavily in favor of regarding the Post Office 
as a form of public service, partially subsidized from general revenue in the 
interest of the general welfare. 


It is clear that second-class rates fall within this public-service 
concept, they are the result of the conviction of Congress, first formally 
laid down in the act of 1879, that the dissemination of information 
through the widest possible circulation of magazines and newspapers 
is definitely in the public interest, and should be encouraged. 

Under this act, the second-class privilege is available to magazines 
published, and I quote: 


for the dissemination of information of a public character, and having a legiti- 
mate list of subscribers. 

A legitimate subscriber is one who, by giving a bona fide order, has 
indicated his desire and intent to read the magazine. 

It has been implied by some proponents of H. R. 9228 that this is 
a horse-and-buggy concept. Why, they say, should we attach any 

value to res ding when we have the radio and television to teach us? I 
agree heartily th: at radio and television are great educational media, 
but when the show is gone, it is gone forever, though admittedly the 
commercials may return. 

The printed word, on the other hand, is there to stay. The knowl- 
edge of the ages cannot be accumulated in a television set. For that 
you have to go to the library—to the printed word. 

What is the informational value of magazines? Again and again, 
leading members of the educational profession have declared the 
Nation’s periodicals to be “America’s greatest adult educators.’ 
Magazines are performing a service that would require billions in 





406 POSTAL RATE REVISION 


public funds to duplicate. In the words of Dr. Edgar Dale, profes- 
sor of education at Ohio State University : 

An enlightened public opinion is impossible without the reading of ex: ellent 
magazines. 

Just a few months ago, Dr. Frank Baxter, professor of literature 
at the University of Southern California, remarked that— 

If Dean Acheson wants to defend the policy of the last administration in 
foreign affairs, he does it in a national magazine—as Mr. Dulles, when his 
time comes, will turn to the national magazine. 

Dr. Baxter, I am sure, was not attempting to prophesy, but in view 
of a recent Life Magazine article, he might well set himself up as an 
expert inthatart. He added, incidentally : 

I cannot imagine how any American could pretend to be a good citizen unless 
he reads half a dozen magazines each month * * * 

American magazines today provide more information than ever 
in their history. Thirty years ago, the average popular magazine in 
this country could be broken down roughly into 80 percent fiction 
and 20 percent nonfiction. ‘Today the ratios are exactly reversed— 
80 percent of the average popular magazine is nonfiction, and I sus- 
pect that even the fiction has to aim at a higher level of intelligence 
and a deeper level of interest than was the case when I was a child. 

Is there any less need for an informed public opinion today than 
there was yesterday? Is it any less urgent to know what Khrushchev 
is up to than it was to know what Stalin was up to? Is it any less 
important to be informed accurately about the destructive potential 
of the atom than it was to know about the bow and arrow? What 
do you think? 

TITLE I 


Let’s examine the Post Office proposals. I turn now to title I, the 
section of H. R, 9228 which proposes certain “temporary” postal rate 
increases. You will note that I have put that adjective in quotes. 

Let us look for a minute at some of the assumptions on which the 
Post Office Department has based its rate increase proposals. It is 
not surprising that in the absence of an agreed-on overall postal policy, 
the Post Office has shown confused, and often contradictory, think- 
ing in its attempts to support these rate increases. 

Here are some examples: 

Example No. 1: Repeatedly the Post Office Department has de- 
clared that first-class is the only category of mail that pays its own 
way. Yet, in January of this year, when it had become obvious that 
there could be no decisive accrual to postal revenue by further in- 
creasing the rates on other classes, the Deputy Postmaster General 
stated to a House Appropriations Subcommittee: 


In my opinion, first-class mail does not pay for itself. 


And to make the picture of confusion complete, the cost ascertain- 
ment figures, released 2 months later, still show a first-class profit of 
$63 million. 

Example No. 2: In its cost ascertainment report, the Post Office this 
year, for the first time, applied to the cost figures for each category of 
mail a formula which would adjust them to account for such intangible 
factors as deferment and value of service. 
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Let us note, incidentally, that the public welfare is not included 
among these factors. It was proposed that the adjusted costs be the 
basis for the postal rates paid by each class of mail. ‘he conversion 
—— is, of course, as arbitrary as the cost ascertainment system 
itself. 

Now, let us see how Post Office representatives before this committee 
used the adjusted figures. First, the formula turned a first-class profit 
of $63 million into a $293 million loss—so they cited the $293 million 
loss as justification for asking an increase in the rates charged to first- 
class mail. But the formula reduces the second-class loss from $233 
million to only $92 million, 

Did the Post Office use the $92 million to bolster its plea for an in- 
crease in second-class rates? I should say not. They used the $233 
million figure. This is confusion, all right, but it seems to be confusion 
with a purpose. 

Example No. 3: A year ago the Post Office Department sought to 
justify rate increases on the grounds that these were necessary to offset 
pending increases in the wages of Post Office employees. The Depart- 
ment is now insisting that rate increases are necessary to offset the 
badly needed modernization of the Post Office structure. 

In other words, just as they sought to offer wage increases in return 
for support a year ago, so they are now seeking to offer capital expendi- 
tures. In years past, I believe it has been generally agreed that postal 
pay and postal rates should not be tied together in one bill. 

I wonder whether it is any more reasonable to link the amount which 
the Government feels it proper to expend on capital equipment for 
the Post Office with the rates that should be charged to the users of the 
mails, 
ar Chairman, I am quite familiar with your previous statement on 
that. 

I could go on giving examples of this Post Office confusion. Be- 
cause your time is limited, however, I shall turn now to the serious 
effect of the proposed second-class increases on magazine publishers. 

How will the proposed increases affect magazine publishers? The 
Post Office Department says its proposal to levy an additional 30 per- 
cent on postal charges against magazines is intended to “provide 
interim rate increases as a step toward balancing the postal budget.” 
This is a surprising and disturbing statement. 

It implies, to say the least, that this is only one of a series of rate 
increases which the Post Office Department intends to apply against 
second-class mail. A very few years ago, when it was proposed that 
second-class rates be increased, we pointed out that in order to carry 
on our business, we had to have some idea of what costs were likely 
to be in the future. 

A 30 percent increase, spread over 3 years, was enacted—and before 
the effect of that increase can possibly have been absorbed, another 30 
percent increase is thrown at us. Gentlemen, the two, together, would 
amount to a 69 percent increase. 

There is no reason for doubting—indeed, there is every reason for 
believing—that if the Post Office Department has its way, the increase 
now proposed will be followed by another and another and another. 

The Department describes this new 30 percent “temporary” pro- 
posal as “moderate.” Let me assure you that it does not seem moderate 
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to us. Perhaps the Department thinks a second-class increase which 
is intended to yield them $17 million is moderate because it takes 
around $3 billion a year to run the Post Office. 

But the profit of the entire magazine industry is about $30 million— 
one-tenth of 1 percent of $3 billion. Ours is not a big business. We 
can, by no stretch of the imagination, see how increases in second-class 
rates can contribute in any large way to a solution of the Post Office 
Department’s financial problem. 

As a result of surveys that our association has made, we know that 
in 1954 magazine publishers who use two-thirds of all the magazine 
paper consumed in this country had net profits after taxes totaling 
$19 million, and spent $25 million for postage on second-class alone. 
So you can see these rate increases don’t seem moderate to us at all. 

We have often been puzzled over the assumption that the magazines 
are a high-profit industry. On the contrary, for the past 5 years, 
which certainly have been properous years for the country as a whole, 
the magazine publishing industry has been operating on a shaky basis. 

Their net profit on sales has been less than 3 percent, whereas they 
used to net about 7 percent. Last year the papermakers averaged 8 
percent profit on sales, while all manufacturing industries averaged 
6 percent. Those of you who have had businesses of your own know 
that 3 percent is just too small a margin to be safe. A single bad year 
can blow you out of the water. 

The United States Department of Commerce lists profit figures of 
14 groups of manufacturing industries. The publishing industry is so 
small in its profit dimension that the lowest group in the department 
listing made about 5 times as many dollars as the magazine publishers. 

Probably the explanation for this mistaken notion about the rich- 
ness of magazines is that it is easy to confuse impact with profits. 
There is no doubt that magazines do have a deep and vital impact on 
the lives and thinking of the American people. It would be pleasant, 
from the publishers’ point of view, if the profits equalled the impact, 
but unfortunately, that is not so. Gentlemen, the publishing industry 
is not a high-profit business. 

One of the assumptions most commonly voiced by those who would 
sharply increase second-class postage rates is that we can simply pass 
on these increased costs to our readers. But even in the prosperous 
postwar years, publishers have found again and again that a rise of 
10 cents in the price of a 25-cent magazine will cut its sale by around 
14 percent. 

The net effect of passing a cost increase along to readers will be 
to decrease the number of people who read magazines, not to increase 
revenues to the Government. Higher prices mean falling volume. 

“‘ongress should reaffirm that the Post Office is a service to the pub- 
lic. It appears to the MPA that the moment has now arrived for a 
clarification and reaffirmation of postal policy, and we believe that 
this fresh statement of policy, far from watering down the concept 
that ours is a postal service, rather than a postal business, should re- 
state this service concept in the strongest possible terms. 

It should do this before any changes whatever are made in postal 
rates. All the tacts we need are at hand: The many reports of your 
own committee; the policy statement which the Post Office issued 
something over a year ago; the reports of the Carlson committee: 
the excellent monograph of Professor Backman. 
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We urge that there be drawn up at once—and I mean right now, 
at this session of Congress, this month, this week, today if possible—a 
clear-cut statement reaffirming the great principles on which our postal 
system has traditionally operated. 

We believe that this statement of postal policy should spell out the 
concept of general welfare which, alone, justifies the maintenance, at 
the taxpay ers’ expense, of 40,000 post offices, of rural deliv ery, of 
free-in-county, of special rates for religious and fraternal organiza- 
tions, and indeed, all the postal services which were launched and 
are maintained entirely for their value to our public. 

In his message to Congress of January 11, 1955, President Eisen- 
hower stated : 

The privacy, security, and swift dispatch of letter mail, the priority of service 
at all times, in all places, and the intrinsic value of such mail are factors which 
are pertinent to ratemaking in addition to the cost factor. 

The MPA believes that a postal policy statement should recognize 
this first-class treatment accorded to first-class mail. It should recog- 
nize that second-class mail, on the other hand, performs an indis- 
pensable service to the continuing education of the American people, 
but receives deferred, second-class treatment both in transit and in 
delivery. 

The statement of policy should include a specific reassertion of the 
need to keep postal rates and postal efficiency under congressional con- 
trol and scrutiny. 

In sum, the MPA urges that the Congress immediately draw an 
act reaffirming and clarifying traditional postal policy; that a rate 
structure then be devised to carry out that policy; and that the estab- 
lishment of rates remain an exclusive function of Congress. 

I shall be glad to answer your questions now, and if any questions 
relevant to my testimony are raised at a later stage in these hearings, 
I should be most happy to return to the stand to answer them. 

The Crarrman. It is my understanding; then, that your associa- 
tion is definitely and vigorously opposed to any increase in the present 
second-class mail rates? 

Mr. Cawtey. Mr. Chairman, we will go along with a justifiable 
increase once the Congress has set a fair policy. 

The Cuarrman. What would you call a justifiable i increase ? 

Mr. Cawtey. Mr. Chairman, I think it would be one in which we 
would find recognition of certain basic principles: No. 1, as I have 
stated here, that the Post Office is a public service and not a business; 
No. 2, that first-class mail receives priority of handling. Therefore, 
I think some recognition of primacy of first-class mail is important. 

I think also that the deferment factors in second- and third-class 
mail ought to be fully recognized. 

Mr. C ‘hairman, I sincerely believe that the information, the data, are 
all at hand. I think it could be drawn up very quickly, following which 
undoubtedly there would have to be some revision of cost, and I 
believe there would ensure from such a policy statement a more reason- 
able basis for ratemaking. 

The CuHarrmMan. How many members are there of your association ? 

Mr. Cawtey. 110, Mr. Chairman. 

The CuarrmMan. How old is your association ? 
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Mr. Cawtey. It was organized back in 1919. We go to our 37th 
convention this year. 

The Cuarrman. You are not willing to give the committee the bene- 
fit of your wisdom as to what you would consider a justifiable increase 
on second-class mail at this time ¢ 

Mr. Cawtey. Mr. Chairman, I know that many of our publishers, 
on short notice, would come and work with this committee in an effort 
to resolve this problem of establishing a concrete statement of postal 
policy. I think they are at your service anytime you want them, 
and I don’t speak for the publishers, exclusively. 

I believe other mail users would be happy to come in and sit down 
with you or a subgroup of your committee and promptly and quickly 
resolve these questions which I think are very important. 

The Cuatrman. Do you think the postal service is entirely a public 
service and has no aspects of being a business enterprise, also? 

Mr. Cawtey. Mr. Chairman, I think there is a great element of 
public service in the Post Office Department. 1 know that you and 
members of your committee will agree that in other respects it could 
operate as a Siete but I am disappointed at times to find that once 
that allegation is made, we don’t find modern business efficiencies 
applied in the Post Office Department. 

The CHatrrman. You admit it is both a business and a public 
service ? 

Mr. Cawtey. I think there are elements of both. 

The CuHarrman. When one uses the mail primarily for profit and 
gain, that wouldn’t be a public service solely, would it ? 

Mr. Cawtey. Only in this sense, Mr. Chairman: I was looking at 
some records in my office early this morning, and I noted back in 1901, 
we had 77,000 post offices in this country. I fully appreciate, Mr. 
Chairman, that we have half that number today, because of the ad- 
vance in communications and the network of roads in this country. 
It is no longer necessary to maintain that great number. 

With the advance of automation and the improvement of business 
techniques in this country, we should operate the delivery service of 
the post office on far less than 40,000 post offices. I hasten to add, 
Mr. Chairman, I fully reeognize the fact that these post offices have 
been identified with small communities for so many years that there 
are a lot of good folks in this land who don’t want to see their post 
office taken away, and I think rightfully so. 

A post office is a mark of identification of a little town or community 
in this country, so in that sense there is an element of public service 
contained in our post office structure. 

The CHarrmMan. The magazines that belong to your association 
have many subscribers who get their mail in these small post offices, 
and who reside on rural routes, do they not ? 

Mr. Cawtey. Yes, sir; no question about that. They rely upon the 
postal service for delivery. 

The Cuarrman. And many of your magazines would be crippled 
or hampered if you abolished rural route service. 

Mr. Cawtry. Absolutely. We need it. 

The Cuarrman. Even the fourth-class post offices, also, you need. 

Mr. Cawtry. May I give an example that comes to mind? Mont- 
gomery County, Pa., I believe, lies around Philadelphia. It contains 
Philadelphia, or at least the environs. If my memory serves me cor- 
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rectly, Philadelphia has about 2 million people, and I believe that 
county has something like 110 post offices and 5 branches. 

United P arcel Service, in the city of Phil: idelphia, provides a vast 
delivery service, which is accomplished by the maintenance of a few 
main delivery points to which pickup truce ‘ks arrive and then complete 
their delivery from that point on. 

On a straight delivery basis, you probably wouldn’t need the full 
40,000 post oflic es. I believe it could be accomplished with less. How- 
ever, I again say there is a deep-seated element of public service in 
our W hole postal system. 

The Cuarrman. What is the position of your association on an in 
crease in first-class mail 

Mr. Cawtey. Mr. Chairman, in our policy recommendations we ad 
vocate the recognition of the primacy of first-class mail. 

Mr. Chairman, I wonder at this point if I might refer to a recent 
Gallup poll. It has a very definite bearing on our discussion, sir. 

The Washington Post and Times-Herald, March 23, 1956, carried 
a report on a Gallup poll, the caption of which is “Division Neatly 
Even on Postal Rate Hike.” Mr. Chairman, I know polls are polls. 
We heard reference made to them all the time. 

The Cuatrman. Did the Literary Digest belong to your association ‘ 

Mr. Cawtry. It may have, Mr. Chairman. This poll says in con- 
nection with first-class mail that 46 percent of the people favor an 
increase; 50 percent oppose an increase. ‘That was in response to a 
question, and I will quote it: 

To help put the United States Post Office Department on a paying basis, would 
you favor or oppose increasing the rate on first-class mail from 3 cents to 4 cents? 

The CuatrmMan. Four percent were undecided, according to that 
poll. 

Mr. Cawtey. That is correct. 

The CHarrMan. What about on second class? 

Mr. Cawtry. I am coming to that. On airmail letters, approve in 
crease, 50 percent ; disapprove increase, 44 percent; no opinion, 6 
percent. 

On newspapers and magazines, approve increase, 50 percent ; disap- 
prove increase, 59 percent ; no opinion, 11 percent. 

Mr. Chairman, my point is this: That I think if the American pub- 
lic fully understood the primacy of first-class mail, the priority treat- 
ment accorded it, the top Vv alue, as it is considered in the Post Office 
Department, their reaction might be different. 

On the other hand, if they recognized that second- and third-class 
mail was in a sense a kind of fill-in, a deferred category of mail, their 
attitude might be a little different on that class of mail, too. 

The Cuairman. What is the position of your association on third 
class mail rate increases ? 

Mr. Cawtry. Our position is this: First of all, I would like to say 
that many of our members use both first- and third-class. We think 
that there again suggestions would flow from a good, concrete declara 
tion of policy. It may or may not result in an increase. 

[ am not prepared to say, just as I am not prepared to say exactly 
what would result by way of an increase for second class, but I assure 
you of this: I think there would be an incre: ise, and we would certainly 
work with you once a favorable policy statement were developed. 
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The Cuatrman. You mean an increase in all classes of mail ? 

M fe Cawtey. No, just second class. That is all I am authorized to 
speak for. 

The Cnatrman. Any questions, Mr. Rhodes? 

Mr. Ruopes. How many of your member publications buy the serv- 
ice of the Gallup Poll ? 

Mr. Cawtey. I couldn’t answer that, sir. I don’t know. 

Mr. Ruopes. I think there are many people who would agree with 
me that many of these polls, and that includes Gallup, are designed 
not to measure public opinion, but to mold and sway public opinion. 
Very often they reflect the views of those publications that buy the 
service. 

Mr. Cawtey. This was contained in the Washington Post and 
Times Herald, Congressman. 

Mr. Ruopes. Do you believe that as a public monopoly, the Post 
Office Department charges all that the traffic will bear? 

Mr. Cawtey. I think it does. 

Mr. Ruopes. Do you think, if the Post Office were, instead, a private 
monopoly, that your service would be better than you now get and the 
rate that you are paying would be lower than you now pay ? 

Mr. Caw ey. It still doesn’t have the competitive element in its 
as a private monopoly. I think, though, as a private monopoly there 
might be more of a tendency to introduce modernized business methods 
which would tend to reduce price with an increase in volume. 

I was very much interested reading in the House Appropriations 
Committee hearings that European countries have developed some 
automatic post offices. Some of them have had them for many years. 

I don’t think we have any of those in this country, and I hasten to 
add, sir, that I don’t mean that we should lay off a lot of people. 
This country is going to grow. The volume of mail is going to grow 
and with the introduction of modern machinery, we can do more 
with the same people. 

Certainly under private monopoly there probably would be a tend- 
ency to become more efficient busineswise. 

Mr. Rnopes. Do you feel that it would be fair to put a ceiling on 
the amount of indirect subsidy that the bigger magazines receive? 
I understand that some of them receive $6 million, $8 million and 
$10 million a year, and the people of the Nation pay taxes to make 
up for that loss. 

Mr. Cawtry. Congressman, I don’t understand your question with 
respect to a ceiling. Would you mean you would limit the amount 
that they receive ? 

Mr. Ruopes. Yes, that is right, to limit the amount of subsidy that 
any magazine may receive. 

Mr. Cawtey. This would be inherent in a basic policy statement. 
First of all, let me say that on these individual costs on magazines, 
the last Postmaster General testified before the Senate Committee 
that it was impossible to accurately estimate the cost of an individual 
magazine passing through the tremendous flow of mail in the Depart- 
ment. 

There is some question in my mind on the cost as related. Secondly, 
T think with a firm declaration of postal policy, we might develop a 
far different picture on that. There might be elements of public service 
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which the Congress, in its wisdom, would identify and probably would 
not be reflected in those charges. 

Mr. Ruopes. I am niawiae 
recently voted to put on the su 
ceive. 

Mr. Cawtey. Iam slightly familiar withthat. 

Mr. Ruopes. Would you oppose that kind of a ceiling? — 

Mr. Caw ey. I would, sir, until I saw a new declaration of policy 
and could test its application. 

Mr. Ruopes. You question the amount that the Department shows 
as a profit in first-class mail. I think you mentioned $63 million. 

Mr. Cawtey. Yes, sir. 

Mr. Ruopes. Do you think that the profit is really less than $63 
million ? 

Mr. Cawtey. Congressman, no, I can’t say that it is less than $63 
million. The cost ascertainment report containing figures which are 
compiled on a use-of-facility basis without any reference to those sev- 
eral elements that go into ratemaking shows that first-class mail makes 
a $63 million profit. 

I couldn’t deny or challenge that figure. I have no basis for it, but, 
sir, the Post Office itself has testified that cost ascertainment isn’t 
proper for ratemaking. You have to make variations or deviations 
from it. 

Mr. Ruopes. It is the best possible means of arriving at some cost, 
isn’t it ? 

Mr. Cawtey. It doesn’t recognize the value of the product, the 
priority of treatment, the preferment of handling, the ability to pay 
et cetera. 

The costs developed on a use-of-facilities basis gives no attention to 
those whatsoever. Those are elements which are important in rate- 
making, and I think, as the Post Office has partially done, you have to 
design a new system of costing for purposes of ratemaking. 

I don’t subscribe fully to the discount system they have used. In 
some respects you have to practically start all over again and realine 
your costs and come out with another basis. 

Mr. Ruopes. If there is an element of error it could, of course, be 
either way. 

Mr. Cawtey. Yes, it could. 

Mr. Ruopes. If you feel that the Post Office Department makes a 
profit in first class, would you still favor increasing the first-class 
postage to 4 cents? 

Mr. Caw ey. I keep going back to this, and I apologize for it. If, 
after an adoption of policy by the Congress, it showed a profit, cer- 
tainly not. 

Mr. Ruopes. I also noted your statement about informed public 
opinion. There is some doubt in my mind, particularly with reference 
to those magazines that have the largest circulation, as to whether they 
are contributing as they should to informed public opinion. 

Very often they contribute to a confused public opinion. Some are 
very unfair in the manner in which they present the news. That is 
why I wonder whether you think it is fair that the taxpayers should be 
made to pay a single publisher as much as $8 or $10 million annual 
subsidy. 


of a kind of a limit that the Senate 
sidy that any individual farmer can re- 
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Mr. Cawtry. Congressman, the only answer I have to that is one 
which was given at this table the other day. A gentleman held up a 
copy of the National Geographic. I, too, am a member of that group, 
and I am glad, too, that my taxes go, a small part of them, to make up 
the subsidy on that particular magazine. 

It is a source of real joy and education to members of my family. 
I think that there is such a wide variety of magazines in this country 
all stressing different subjects and points of view that it is possible 
to form attitudes such as yours. 

However, the general public is well served by the magazine pub- 
lishers’ industry as a whole. 

Mr. Ropes. The point I am making is whether you think it would 
be fair to limit postal subsidies. I feel that those that are getting 
the greatest subsidy are the ones that are least likely to give the public 
the information that they are entitled to. 

I tried, without success, to get from the Post Office Department 
some pte on the 15 leading magazines. I wanted to learn the sub- 
sidy for those with the greatest “number of subscribers and of the 
heaviest weight. I find it difficult to get that information. 

The Postmaster General was before this committee and I asked 
him for the information. He asked me to put the request in writing, 
which I'did. About a week later I got a reply from his assistant giv- 
ing all sorts of reasons why that information could not b egiven to me. 

I was wondering whether you are aware of what these subsidies 
amount to for the larger magazines ? 

Mr. Cawiey. No, sir, Iam not. I again call your attention to the 
fact that I believe it was Postmaster General Donaldson who told 
the Senate committee it was almost impossible to develop costs on a 
single product flowing through the mail. I think, too, in all fairness, 
they could come out with some rough estimates. 

Mr. Ruopes. That was all I was interested in: a rough estimate. 

Mr. Cawrry. I do not have them on 
sir. 

The Cramman. Mr. Rees. 

Mr. Rees. I noticed a while ago you quoted President Eisenhower. 
\s part of the statement he made February 8, President Eisenhower 
said in a press conference, “It seems to me almost that self-respect 
demands a raise In postage rates.” Do you agree with that? 

Mr. Cawxiey. Mr. Chairman, I can agree with that to this extent: 
That I think there perhaps has to be some adjustment, but I think, 
also, self-respect demands that we start off very basically and clear up 
some of this confusion. Let’s get it on firm ground. We will work 
with you if that is proper. 

Mr. Rees. I was just following up your statement. You quoted 
the President. 

Mr. Cawiry. We recognize in our statement, sir, that we may have 
to face some increase, but we would like to have the basics cleared up 
first. 

Mr. Rees. Then if this committee. after having given this thing a 
study once more, after about four different times, comes up with the 
recommendation that second-class mail pay an increase In its postage 
rate, you would go along? 

Mr. Cawsey. Yes. if such reflects sound policy. | would like to 
add, though, that we are very muc ‘+h worried about 69 percent since 
1951. That would be the total as proposed in this bill. 


individual magazines; no, 
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Mr. Rees. We are worried about this legislation, too, as far as 
that goes, but I just wanted to know if you feel you can go along. 
This is repetition, but you have increased all other costs considerably 
in recent years. I mean by that, your labor costs have been greater; 
haven't they ¢ 

Mr. Cawtey. That is true. 

Mr. Rees. And your material cost has been greater, and your trans- 
portation cost is greater. 

Mr. Caw.ey. Some of our costs have been reduced, where we can 
obtain reductions through increased volume; for example, on the 
printing contracts which many of our industries send out. I think 
there is a whole lot of study that ought to be given this matter of 
rising costs With increased volume. 

I want to make myself perfectly clear, Congressman, first, let’s get 
this basic policy study completed, and then we will sit down with you 
on the rates. 

Mr. Rees. Have you any figures as to what percent is the cost of 
postage? What is the percent of cost that you ps #6 out for postage ? 

Mr. Cawtry. I don’t have individual figures, sir. I did refer to some 
figures here in my statement. 

Mr. Rees. Did you give a percentage of what it cost ? 

Mr. Cawtey. No, I did not, but you could relate the percent against 
taxes. 

Mr. Rers. You are familiar with it. What percent is the cost of 
postage out of all the costs of operating your magazines? How much 
is postage percentagewise / 

Mr. Caw ry. It probably, in some instances, is small, but there will 
be other publishers to follow me. It varies group by group. I prefer 
you address that question tothem. I have no overall figure. 

Mr. Rees. The reason I asked you is because you represent the over- 
all picture. I thought that was extremely important and would be im- 
portant to this committee. 

Mr. Cawiry. The other day I recall a representative of a small pub- 
lication, I think, testified about 5 percent, but I can’t say that for the 
whole industry. I represent small, medium, and large. 

Mr. Rees. So you don’t know ¢ 

Mr. Cawtey. No, I do not. 

Mr. Rees. | think that is all. 

The Cuatrman. Mr. Lesinski? 

Mr. Lestnskri. Mr. Cawley, you are not unequivocally opposed to a 

rate increase, but you would like to have established some policy that 
we can follow and that you folks in industry can accept as a practical 
matter for this whole proble m:; is that correct ? 

oe AwLey. That is absolutely correct. 

Mr. Lestnskt. Isn’t it true that an advertiser pays for advertising 
in proportion to the number of magazines a publisher puts out ? 

Mr. Cawtey. It is on a circulation basis. Is that what you mean ¢ 

Mr. Lestnsxr. That is correct. Now. the dissemination of infor- 
mation is very important to the American public. Let us not kid our- 
selves about that point. Isn’t it true that large publishers are the ones 
who are making the money, and not the small ones? 

Mr. Cawtey. No, that is not universally true. 

Mr. Lestnskt. But invariably ? 
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Mr. Cawtey. I think their chances for profit are greater, but Mc- 
Call Corp., which is a member of ours, just dropped the second of its 
magazines—the latter one, I think, was Better Living—and neither of 
them depended on the mails for distribution. That last one was 
handled through stores. They couldn’t make the grade. That is the 
second one within a year that they have dropped. 

Mr. Lestnsk1. That has no bearing on postal rates. What I am 
driving at is this: Would it be possible for us to accept, or for you 
people to propose, that ratemaking for second-class mail be established 
on amount of advertising in a magazine? In other words, proportion- 
ate to that ? 

Mr. Caw.try. Congressman, you do have a precedent for that, al- 
ready. We do pay zone rates on advertising and that is around 10 
cents per pound in the eighth zone. 

Mr. Lestnsxt. A magazine with a small circulation gets a lot less 
for advertising. 

Mr. Cawtey. That is right. 

Mr. Lestnsxt. And cannot afford to pay the higher rates. A maga- 
zine with a larger circulation receives a lot more for its advertising. 

Mr. Cawtey. That is correct. 

Mr. Lestnsxt. And it should be in proportion to its advertising, 
not in proportion to the amount of articles. 

Mr. Cawtry. Doesn’t it result in that? If it is a large magazine, 
it goes into all the zones of the country, sir, and therefore, they pay 
more per average copy than the small magazine. I think you do have 
a kind of equit: able basis right now, sir, for that, but again that is the 
kind of item that ought to be pretty thoroughly reviewed in setting up 
anew declaration of postal policy. 

Mr. Lestnskr. I was trying to establish a relation between the 
amount of income and the ability to pay. 

Mr. Cawtry. Of course, don’t overlook this: We have a competi- 
tive factor among all magazines. I talked to a gentleman about Conde 
Nast the other day who told me that on advertising per thousand circu- 
lation, they had been forced to reduce prices by about 25 percent, so 
you do have a competitive factor which is very important. 

Mr. Lestnsxt. I have that in my mind. That is the reason why I 
am asking the question. The point is, if competition is very keen 
and a larger magazine gets more income per square inch for its ad- 
vertising, in spite of the fact that the magazine pays in proportion 
to its advertising the individuals that have large magazines receive 
more per square inch than small magazines. 

There should be some relation or some proportion set up in that 
field. 

Mr. Cawtey. I think it is worth study, and attention, Congressman. 
Of course, I come back to my earlier statement that you do have this 
adjustment already in the sense that the larger the circulation, the 
higher the rates paid by zones on your advertising content. 

Mr. Lestnskr. May I say this, then? A magazine with less circu- 
lation is invariably a local affair. 

Mr. Cawtey. That is right. 

Mr. Lestnskrt. Whereas a magazine with a large circulation is a 
national affair. 

Mr. Cawtey. That is right. 

Mr. Lestnsxr. That settles it right there, then. 
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Mr. Cawiry. Congressman, I think in your first and second zones, 
vour advertising rate is now comparable to your reading matter rate. 
There is no difference in the first two zones. It is only when the 
magazines with large circulation move out all over the country that 
they pay the higher rate. 

Mr. Lestnski. You mentioned small post offices. It is true that 
a community is very proud of the fact that it has an identification of 
some kind, irrespective of whether it is historical or otherwise. 

Wouldn't it be practical for the Post Office Department to have in 
every small town, irrespective of its size, the cancellation stamp of 
that community; in other words, if it were Podunk or wherever it is, 
to cancel all mail to come out of that city or that community ? 

Mr. Cawtey. I think that is highly desirable. However, that gets 
into the service aspect of the Post Office. 

Mr. Lestnskr. That small community may not need a post office 
directly, but as long as it has the cancellation stamp that serves the 
purpose of identification. 

Mr. Cawtey. I think a lot of people object to having their mail 
addressed to another community. 

Mr. Lesrnsxr. That is true. The gentleman has been very fair in 
his position, and I certainly appreciate it. 

The CHatrMan. Mr. Corbett ? 

Mr. Corsert. Yes, sir; I would like to ask the gentleman a question. 
It may be a little bit off the thinking that has been going on here 
and maybe much of the discussion that hi as been going on in the com- 
mittee and in these hearings. However, it seems to me, which you did 
touch on, that there comes a time when the industry would be very 
happy to have a firmed-up situation on the amount of rates it would 
have to pay and be able to adjust to that over a period of years so 

that they would know. 

We have witnessed even in labor negotiations in recent times that 
Westinghouse, for example, and General Electric, wanted a 5-year 
contract with their labor. They want to be in a position where they 
can accommodate and adjust to it. 

Then, thinking that the same thing would be true with postal rates, 
particularly with the second- and third-class users, we ought to estab- 
lish a fair and equitable basis and try to hold that line for a reasonable 
period of years. If all of that is true, and I assume it is, and if we 
are able—on the basis of policy reports already compiled, with the aid 
of those reports, and conversations with the users of the mail and 
rate experts—to arrive at an adjustment here that was the result of 
our best thinking, rather than trials by strength, we could then agree 
on a rate basis that would last over a period of time and not really 
need to be open for readjustment unless there had been some important 
change in the value of the dollar and the whole economic structure. 

I think if we can get something good out of this particular effort 
that might be it. That brings me to this: Certainly, I think that the 
inflationary changes in the country justify an adjustment of rates 
upward in order that the Department can have more money for 
salaries, building costs, and transportation costs, and the like. 

The gentleman’ s position, I understand, could not be too firm on the 
matter of first class, but he did make the inference, which I would like 
to emphasize, that if we are going to get any money, if we are going 
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to have the revenues available for the Department to carry on as if 
ought to, the increase has to be in first class and, in turning to second 
and third class, we have the problem there coming in of what will the 
traffic bear and the question of which of these classes of rates have had 
important increases in the adjustments already made. 

1, therefore, just want to submit that we should more and more, as 
these hearings go on and as this controversy continues, get it out of 
the realm of controversy and try to arrive at what is a fair and equita- 
ble situation and what is the amount that can be charged without de- 
stroying all the benefits that the mail produces in the way of income 
tax, services to the people, and all the rest. 

I think the gentleman has made a very fine statement here, but I do 
believe that he might have gone a step further, if he didn’t, and agree 
that the time has come when we ought to make an adjustment and 
make that adjustment stick so long as economic situations warrant 
that. 

Mr. Cawtry. Congressman, I think there is real merit in your sug- 
gestion. Here is what we fear, though : We had an adjustment in 1951. 
We may have an adjustment this year. We will have an adjustment 2 
years from now on, on, and on. It was very aptly stated the other 
day. 

We don’t know the size of the mortgage we are being asked to make 
yearly payments on. I think that we are right on the threshold of 
resolving this and having done with the recurring difficulties every 
year. By “threshold” I mean that there is a great mass of material 
available right now. 

If we could get a basic policy setup and then make the adjustment 
that you have indicated, I am convinced that we could probably run 
along for many years without having a recurring struggle here to ar- 
rive at some kind of rate increase. 

Mr. Corzserr. I think we would all be happier if that could be done. 

Mr. Cawtry. Indeed; indeed. 

Mr. Corser. That is all. 

Mr. Dowpy. I actually have only one important question, but I am 
going to have to preface it with a few others. I am seeking informa- 
tion. You, in your statement, said something about the post office hav- 
ing a monopoly of the delivery of magazines. That may not be your 
exact words, but that is not true, is it ? , 

Mr. Cawtery. Yes, sir. We have no other place to turn for our de- 
livery of magazines, sir. 

Mr. Downy. I understood that there are a good many magazines per- 
haps moving across the country by truck. 

Mr. Caw.ey. Sir, may I explain that? Many of our publishers 
have found it cheaper to move magazines across the country and re- 
enter them in post offices in different cities. Now, what do they gain 
by that? They get the advantage of the lower zone rates and the 
post office itself—I believe it is a matter of public record—has indi- 
cated that our publishers can haul it across the country cheaper than 
they can do it, but we can’t distribute our magazines without using the 
post office. 

There could be a rare exception. Asa boy, I used to sell magazines, 
and I had regular customers, but that is long past. We need the 
post. office. 
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Mr. Dowpy. That is just what occurred to me when you said there 

yas a monopoly on them. When I was a kid, I had subscribers for 
magazines. In other words, I had to go out and get subscribers and 
subscriptions for them just like they do now, but the magazines came 
to me and I delivered them. 

Mr. Cawiey. Yes. The chairman would be interested in knowing 
I sold Literary Digest when I was a boy. I had a regular route, but 
they stopped that a long time ago. That is not prevalent today. 

Mr. Downy. But there is not a monopoly. If you find a way 
cheaper than the post office to deliver your magazines you are going 
to use that. You found out that you can’t beat their prices. 

Mr. Cawtry. We need the post office. There is no question about it. 

Mr. Dowpy. You mentioned something about cost ascertainment. 
You don’t have any doubt but what that is one of the essentials of rate- 
making, knowing what it costs to do something ? 

Mr. Cawxey. I think that is true, but I think in many respects their 
figures are arbitrary. There is very little reflection of public service 
values in here. For example, I could name a half dozen. I don’t 
want to take the time of the committee, but I have reservations on 
some of these small post offices, certainly on rural free delivery, on 
star-route delivery, all of whose costs are carried to the various 
preducts. 

Mr. Downy. How about city delivery ? 

Mr. Caw.ey. City delivery started out as a paid proposition. A 
letter was brought to your door and me paid for it. It was later 
converted to free, but rural delivery has been free right from its in- 
ception. 

Mr. Downy. I know, but here is the thing that strikes me about 
that: Several witnesses kept talking about rural free delivery and I 
just wondered if that shouldn’t be city-carrier free delivery. It costs 
many, many, many times more than rural-route delivery. 

Mr. Cawtry. About twice as much, sir. If my memory serves 
me correctly, the cost of delivery on the rural routes is about one-third, 
or about 30 percent of the total cost. 

Mr. Downy. Something over 314 times more is spent for city. I 
am not saying that either should be abolished. I think both of 
them should be there, but I don’t exactly appreciate the insistence that 
folks, because they live on a rural route, are being preferred over 
someone who lives in the city. 

I just don’t think that is a fair comparison at all. 

Mr. Cawiry. As I recall, it wasn’t to prefer them. It was to give 
them equal treatment to those in the city. I think they have certain) 
every right to that. 

Mr. Dowpy. Now, I get down to the question TI really wanted 
ask you, and that is this: What percentage of the cost of delivery in 
second-class mail do you think the second-class mailers ought to pay ? 

Mr. Cawtry. Sir, I couldn't possibly answer that until we had a 
policy determination. 

Mr. Downy. I think you can. Do you think that they should pay 
as much as the out-of-pocket expenses that the Post Office Depart- 
ment pays the railroads for hauling their mail? Hauling the tonnage, 
I am talking about. 

Mr. Cawtry. Possibly. 

Mr. Dowpy. You are not sure about that? 











420 POSTAL RATE REVISION 


Mr. Cawtey. I am not sure, sir, because I would like to draw costs 
off of a policy determination. I just can’t agree until we take a look at 
it. You might decide, sir, that there was a certain percentage factor 
to be continued in the case of these exempt publications because of 
their nonprofit nature, because of their service nature. Under those 
conditions, ee wouldn’t pay their full way. 

Mr. Dowpy. I didn’t say full way. 

Mr. Cawtry. Or even freight, possibly. They possibly wouldn’t 
pay the freight. I don’t know. I just couldn’t arrive at that. 

Mr. Dowpy. My understanding was that you were representing 
here magazine publishers who were in the business of making money, 
and that is what I had reference to. 

Mr. Cawiey. Some of our members are exempt, too, sir. 

Mr. Downy. Let’s limit my question, then, to those of you who are 
in the business to make money. 

Mr. Cawtry. I would still have tosay this: With a firm declaration 
of postal policy, I think we could arrive at a lot of determinations 
much faster than we have been able to over the years, and I couldn't 
answer your question, sir, without seeing it. 

Mr. Downy. If you are going to talk about a firm declaration of 
postal policy, then you must have some idea of what you think that 
firm declaration ought to be. Let’s have that. 

Mr. Cawtey. If I may, I will repeat my testimony: First of all, 
we think the Post Office Department is a public service. 

Mr. Dowpy. And should carry magazines free ? 

Mr. Cawtey. No, sir. I don’t say that. I think there should be a 
recovery of certain expenses, depending on what the costs are deter- 
mined to be, but the second point is that I think there has to be a 
recognition that first-class mail is your prime product. Postmaster 
General Brown, the last R epublican Postmaster General before Mr. 
Summerfield, made the statement that first-class mail is the principal 
product. 

As a matter of fact, it had dictated the erection of all the postal 
facilities, the railroad routes, et cetera. In other words, he was so 
intent on speeding up and assuring the priority of first-class mail 
that he figured that it was the basis on which they had built the whole 
structure. 

IT think that that has to be recognized. Also, the educational and 
economical values of second- and third-class mail have to be pretty 
carefully considered. I am in no position, Congressman, to elaborate 
more fully on that. I think it is really a function of the Congress. 

Mr. Downy. You haven’t thought out what that firm policy 
should be? 

Mr. Cawtry. Not fully, sir, other than just the comments contained 
here and in our statement. 

Mr. Dowpy. With respect to the magazines that get first-class treat- 
ment, do you think they should pay first-class rates? 

Mr. Cawtery. Sir, I wasn’t acquainted with the fact that some of 
them got first class. I do believe this. Some of them probably get 
a little faster treatment than others, but I don’t think any of them 
got first-class treatment. 

Mr. Dowpy. I think the testimony has shown that probably certain 
of the magazines are delivered on a particular day and are given first- 
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class mail treatment. I might have misunderstood some of the testi- 
mony that has been given. That was my understanding. 

Mr. Cawtey. I think in some instances you will find the user does 
an awful lot of work, zoning, sacking, delivery, and loading, just 2+ 
you do in third-class. 

" Mr. Downy. I was trying to get you to take that into consideration, 
and have you say how much you thought the percentage ought to be 

Mr. Cawtzy. [ couldn’t possibly do it at this time. 

Mr. Downy. In other words, you are very definite that you don’t 
think they ought to pay 100 percent of the cost of delivery 

Mr. Cawxyy. Let’s find out what that cost is. We want somebody 
to show us the way. 

Mr. Dowpy. I don't care what the cost is. You do feel honestly. 
and deeply, and sincerely that the magazines ought to have a subsidy 
from the Government to deliver their magazines, don’t you? 

Mr. Cawtey. I think that would follow; yes, sir. 

Mr. Dowpy. So you are dead set against the magazine paying 100 
percent of the postage cost. 

Mr. Cawiey. It has not been the traditional policy of the country, 
sir. 

Mr. Downy. I am not talking about policy, tradition, or anything 
else. I am talking about what you think shout it. 

That is right; isn’t it. I agree with you, but I just wanted to get 
you to say what you thought about it. 

Mr. Cawxey. The Congressman is right; I am sorry. 

The Cuarrman. Mr. Robeson ? 

Mr. Ropreson. You mentioned policy a number of times. What is 
your definition of the term “policy-making”? What do you mean 
by policy? 

Mr. Cawtey. I think the policy is the statement of the broad con- 
cepts upon which the entire postal service is based. 

Mr. eee Just give us a definition like Webster’s definition of 
the word. I don’t want a speech on policy. 

What does the word “policy” mean ? 

Mr. Cawtey. It is a settled course to be followed by the Federal 
Government. 

Mr. Rozseson. Then who do you think should de velop this policy 

Mr. Cawtey. The Congress of the United States, sir. 

Mr. Roseson. You mean the entire Congress? 

Mr. Caw ey. Yes, sir. 

Mr. Ropeson. 435 members in the House and 96 in the Senate? 

Mr. Cawtery. It should be inaugurated by this committee or a sub- 
committee and be adopted by the Congress. 

Mr. Rorgrson. What approach should they make to that? The 
political effect of the policy or the cost? You seem to want cost. 

Mr. Cawtey. I think the social effect would be extremely important. 

Mr. Roseson. That is what I wondered, then. That is what I was 
getting at. The policy would not be a policy unless it had the primary 
factor of public service ; is that right ? 

Mr. Cawtey. I think that is important; yes. 

Mr. Rosrson. Policy based on cost you would not consider a good 
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Mr. Cawtry. I think revision and perfection of cost would flow 
from policy, sir. 

Mr. Ropeson. One other thing. What makes you think that we, 
as members of this committee, are so well fitted to devise the policy ? 

Mr. Cawiry. Congressman, you and other members have been here 
for a long time. I think the people of this country have great faith 
in the Congress. I have worked with Congress since 1936, Congress- 
man. I have great faith and respect in the ability of Congress to size 
upa problem and resolve it. 

I think the people of this country have that kind of respect for 
Congress and their individual members. 

Mr. Rosrson. If the majority of the committee made the primary 
basis the cost, it would be a great shock to you—if the committee made 
the primary basis cost ? 

Mr. Cawrey. Indeed, it would. 

The CHarrMan. Mr. Cretella ? 

Mr. Crerecta. Mr. Cawley, I notice in your statement you publish 
your magazines in Dayton, Ohio. 

Mr. Cawtey. I believe the McCall Corp. does. 

Mr. ( Rl reLLA. How do you get them from Dayton, Ohio, to distrib- 
uting centers like New York—by mail ? 

Mr. Cawtey. Yes, sir. 

Mr. CRETELLA. Have you ever decided to ship from Dayton. Ohio, 
to New York by truck or by rail at your own expense ? 

Mr. Cawiry. Mr. Cretella, let me explain. I can’t speak specifically 
about the MeCall Corp. As I stated before some of our members do 
transport by rail or truck for the purpose of reentry. Others enter 
at the point = origin of the magazines’ manufacture and they are 
picked up at he post office there and distributed throughout the coun- 
wry. : 

‘Mr. Crereizia. By far and large, their point of origin is at the loca- 
tion of the presses, and in this particular case it would be in Dayton, 
Ohio? 

Mr. Cawtry. Yes, sir: I believe so. 

Mr. Creretia. And you expect the taxpayers of this country, then, 
to ship this huge volume of heavy magazines from Dayton. Ohio, to 
New York at the prevalent rates today ? 

Mr. Cawrry. No: T don't think that is quite correct, sir. I think 
this: That we are going to have to pay some increase, but we want it 
based on a firm policy so we can know where we are going, so we can 
S1Z@ 1 spew debt, so we can work with you on it. 

Mr. Crerecea. Very well. You have emphasized on page 9 of this 
edie that 
as far back as 1851, Congress passed an act rejecting the “profit basis” in charging 
for postal services It | reje ted equally the idea of “service limited to revenues 
received” 
and you quote from an act of Congress back in 1851. 

Are you prepared to state what increase there has been in magazine 
publications and delivery from 1851 to the present time? 

Mr. Cawxey. I can’t do it from 1851, but it would be immense. I 
eli eve our polic y statement here says in effect that we have met the 
I ve of keep ng America fully informed by something like a 

percent increase in cireulation since IS‘). 
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Mr. Creretta. At any rate, you will have to agree that the policy 
that was laid down in 1851 can hardly be the policy in 1956 insofar as 
publications of magazines are concerned; isn’t that correct ? 

Mr. Cawtry. No, sir. 

Mr. Creretta. You would say it is the same policy ¢ 

Mr. Caw ry. No, sir; I think that is a matter for Congress to de- 
termine, sir. 

Mr. Crereica. Continuing on page 9, you have emphasized in this 
statement that second-class rates fall within a public service concept, 
and you have emphasized through this statement, and 1 quote from 
page 10— 


That the dissemination of information through the widest possible circulation of 
magazines and newspapers is definitely in the public interest—and should be en- 
couraged. 

So you take the position that magazines, as such, are published in 
the public interest ; 1s that correct / 

Mr. Cawtey. Yes, sir. 

Mr. Crerevita. And looking now to the front cover of your mag 
zine, will you tell me what public service is created or rendered & 
True Romances, True Love Stories, True Story, and Teen-Age Ro 
mance? Will you tell me what public interest they serve ? 

Mr. Cawtey. Sir, only the entertainment values which are respon- 
sive to a demand for that class of m: igazine. 

Mr. Creretta, That is a pretty nice answer, but will you tell me, in 
your own language, in what public interest True Romance, True Ex- 
periences, and True Stor v may be considered ¢ 

Mr. Cawtey. Except that they fulfill a demand, sir. That is the 
only answer I can give you. 

Mr. Creren.a. Do vou believe as a taxpayer, not in the interest of 
a publication house, the MPA, that you and I should be called on te 
subsidize those types of magazines in the mails on the basis that they 
render a public service / 

Mr. Cawtey. So long as the Post Office Department accepts them 
and delivers them. 

Mr. Crereiia. That isn’t the question. The Post Office will accept 
anything provided it is nothing illegal. 

Mr. Cawxey. That was my point, sir, that if it was illegal, it 
wouldn’t be accepted. 

Mr. Creretia. You mention also, and I quote from this same page, 
Holiday Magazine, with which I am familiar. At least I would say 
that has some degree of educational value. You can take your True 
Story and True Romances and give them to the birds, but how much 
does it cost to deliver Holiday Magazine from the publisher to a home 
in the United States / 

Mr. Cawtey. Sir, I can’t answer that except to tell you there that 
the Curtiss Co. does transport across the country to different points 
and locations. I am positive that is true. Curtiss will be on the 
stand. One of their members will appear before this committee and 
I respectfully ask, sir, that you reserve that question for him 

Mr. Creretta. | probably will. 
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On page 15 of your prepared statement, in example No. 3, you 
stated : 

A year ago the Post Office Department sought to justify rate increases on the 
grounds that these were necessary to offset pending increases in the wages of 
post office employees. 

Do you know of any action taken by this Congress, or by this com- 
mittee, to attempt to justify a postal increase by virtue and because 
of proposed salary increases ? 

Mr. Cawtey. No, sir. 

Mr. Crere.yta. So that statement is incorrect, isn’t it? 

Mr. Cawtey. Congressman, I just remember that at one point in 
the deliberation on this legislation, it seems to me that they were 
combined. 

Mr. Creretia. Have you read the testimony of all of the hearings? 
It was almost unanimously expressed that the two should be divorced 
from one another. 

Mr. Cawtey. Yes, and I am quite familiar with the chairman’s 
admonitions on this whole thing. They should be divorced. 

Mr. Cretretia. But in that example that you give, you are careful 
in the use of the word “sought”; that the Post Office Department 
“sought” to justify increases. That isn’t correct, is it? 

Mr. Cawtey. Mr. Cretella, in the development, it seems to me that 
there was some attempt to join the two together. There was certainly 
a lot of comment on the floor of both Houses respecting that, and we 
naturally concluded that the Post Office Department sought one as a 
result of the other. 

Mr. Creretia. Pursuing that example No. 3, is it your opinion now 
that the Post Office Department is seeking increases in postal rates to 
justify improvements in capital expenditures or the creation of post 
offices ? 

Mr. Cawtry. Sir, that impression is sincere. I know that the chair- 
man has admonished witnesses before this committee that they are not 
tied together, but I do know this: When a presentation of the need for 
new postal facilities has been made, there has been in the same breath 
practically a presentation of the charts showing the need for postal 
rate increases, and I believe that the Postmaster General has stated 
that he wouldn’t undertake an expansion of facilities until an enact- 
ment of this postal rate bill. 

Mr. Creretita. Don’t you suppose the Postmaster General would be 
justified in asking for a postal increase because of the deficit and is 
ashamed to ask for further money for capital increases to add to the 
misery that is now existing? 

Mr. Cawtery. I agree that he is asking for a postal rate increase 
possibly because he is ashamed of the deficit. 

Mr. Creretita. And I frankly say that I am, too. 

Mr. Cawtey. The capital improvement program is something en- 
tirely different. 

Mr. Cretetia. I know it is, and I just wanted to get you right, be- 
cause you brought in both of these and I think you are incorrect in 
your example that vou cite. 

Mr. Cawter. I thought I made it clear here. 

Mr. Creretia. That is all. 

The Cuatrman. Is your association a corporation? 
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Mr. Cawtey. Yes, sir, a membership corporation, New York City. 

The Cuarrman. You have a board of directors, then? 

Mr. Cawtey. Yes, sir. 

The Cuatrman. Who are on the board of directors? 

Mr. Cawrey. I have the names of them here, if you would like to 
include them in the record. 

The CHatrmMan. Yes, you might put them in the record. 

Mr. Cawtey. Yes. 

(The material referred to is as follows :) 


BoarD OF DIRECTORS, MaGazINE PUBLISHERS ASSOCIATION, INc., New York, N. Y. 


Chairman of the board: Walter D. Fuller, chairman, Curtis Publishing Co., In- 
dependence Square, Philadelphia, Pa. 

Treasurer: W. H, Eaton, chairman, American Home Magazine Corp., 300 Park 
Avenue, New York N. Y. 

Secretary: Ford Stewart, president, Christian Herald Association, Inc., 27 East 
39th Street, New York, N. Y. 

Richard J. Babcock, president, Farm Journal, Inc., Washington Square, Philadel- 
phia, Pa. 

Raymond Bill, president, Sales Management, Inc., 386 Fourth Avenue, New 
York, N. » 2 

Fred Bohen, president, Meredith Publishing Co., 1716 Locnst Street, Des Moines, 
Iowa. 

Albert L. Cole, secretary, Reader’s Digest Association., Pleasantville, N. Y. 

Gardner Cowles, president, Cowles Magazines, Inc., 488 Madison Avenue, New 


York, N. Y. 
B. G. Davis, president, Ziff-Davis Publishing Co., 366 Madison Avenue, New 
York, N. Y. 


Richard E. Deems, executive vice president, Hearst Magazines, 959 Eighth 
Avenue, New York, N. Y. 

George T. Delacorte, Jr., president Dell Publishing Co., Inc., 261 Fifth Avenue, 
New York, N. Y. 

Arnold D. Friedman, president, Lebhar-Friedman Publications, Inc., 2 Park Ave 
nue, New York, N. Y. 

Arthur Z. Gray, president, Street & Smith Publications, Inc., 575 Madison Avenue, 
New York, N. Y. 

Thomas B. Haire, president, Haire Publishing Co., 111 Fourth Avenue, New 
York, N. Y. 

Godfrey Hammond, president, Popular Science Publishing Co., 353 Fourth Ave 
nue, New York, N. Y. 

Donald P. Hanson, president, Woman’s Day, Inc., 19 West 44th Street, New 
Fors, N. Z. 

George J. Hecht, president, Parents’ Institute, Inc., 52 Vanderbilt Avenue, New 
York, N. Y. 

Joseph S. Hildreth, chairman, Chilton Co., Chestnut and 56th Streets, Philadel- 
phia, Pa. 

Robert E. Kenyon, Jr., vice president, Printers’ Ink Publishing Co., 205 East 42d 
Street, New York, N. Y. 

Roy E. Larsen, president, Time, Inc., 9 Rockefeller Plaza, New York, N. Y. 

James G. Lyne, president, Simmons-Boardman Publishing Corp., 30 Church 
Street, New York, N. Y. 

Irving S. Manheimer, president, Macfadden Publications, Inc., 205 East 42d 
Street, New York, N. Y. 

Donald C. McGraw, president, McGraw-Hill Publishing Co., Inc., 330 West 42d 
Street, New York, N. Y. 

J. H. Moore, Sr., chairman, Moore Publishing Co., Inc., 48 West 38th Street, New 
York, N. Y. 

T. F. Mueller, vice president, Weekly Publications, Inc., 152 West 42d Street, 
New York, N. Y. 


, 


Marvin Pierce, president, McCall Corp., 230 Park Avenue, New York, N. Y. b 
Ned L. Pines, president, Pines Publications, Inc., 10 Mast 40th Street, New 
York, N. Y. 
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Paul C. Smith, president, Crowell-Collier Publishing Co., 640 Fifth Avenue, 

New York, N. Y. 

Frank F. Soule, vice president, Conde Nast Publications, Inc., 420 Lexington Ave- 

nue, New York, N. Y. 

Philip Zach, vice president., Capper Publications, Inc., 420 Lexington Avenue, 

New York, N. Y. 

The Cramman. How many members of the board do you have? 

Mr. Cawtey. Thirty. 

The Cuatrman. Who determines the policy of the association ? 

Mr. Cawtey. The board of directors, sir. 

The Cuamman. When did the board of directors meet and approve 
the statement that has been made here by Mr. Nichols? 

Mr. Cawxiey. Mr. Chairman, may I state first that the board of di- 
rectors unanimously adopted this statement here of postal policy and 
rates and the statement prepared by Mr. Nichols is an outgrowth of 
their action on the basic postal policy and rate document of the Maga- 
zine Publishers Association. 

The CratrmMan. Were all the individual members of the association 
consulted or polled ? 

Mr. Cawtry. The draft of this policy was sent out to every board 
member, and each was given ample time to review and send his com- 
ments in. 

The Cuatrman. Did any of the members object ? 

Mr. Cawtey. No, sir. I was told it was fully unanimous. 

The CuHatrMan. Thatisall. Mr. Broyhill? 

Mr. Broyuty. Mr. Cawley, you are a resident of the 10th Congres- 
sional District of Virginia? 

Mr. Caw.ey. Yes. 

Mr. Broruit1t. You are a constituent of mine ? 

Mr. Cawiey. Yes, sir. We are very proud of your fine service, too, 
Congressman. 

Mr. Broruiiy. That accounts for the very fine statement made by 
Mr. Cawley. 

Since vou are a constituent, I want to qualify my remarks that this 
is not a loaded question, but I want you to help me if you will to de- 
velop a point here. You refer to the Gallup poll and the public opinion 
there as far as concerns a rate increase. 

You feel that the people living in the 10th District are pretty intel- 
hgent people ; don’ you 2 

Mr. Cawtey. Yes, indeed. 

Mr. Broruiti. That is, a little bit higher than the average; aren’t 
they? I think we have statistics that show that. 

Mr. Cawiry. Yes, indeed; the best district in the country. 

Mr. Broynti.. Yes. It is also a pretty accurate cross section of the 
people in the country. We have people from every section of the coun- 
try living there. 

Mr. Cawrey. Yes, sir; a great number of Federal employees. 

Mr. Broynini. Yes. You are familiar with this questionnaire I 
sent out ? 

Mr. Caw ey. Yes, sir. 

Mr. Broruty. Did you get one? 

Mr. Cawtey. I have it in my desk drawer ut home. I have been 
so busy on the rate hearings I haven’t had a cliance to give it attention. 
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Mr. Broruity. I have gotten back somewhere between 15,000 and 
20,000 replies, which I think is an unprecedented percentage of returns, 
and the tabulations so far—mind you, all of them have not been tab 
ulated yet: we tablulated about 5,000 so far, and we are tabulating 
about 1,000 a day—indicates 78 percent favor an increase, 17 percent 
oppose, and 5 percent have no opinion. 

You are familiar with the question / 

Mr. Cawtey. Yes. 

Mr. Broyninn. You may object to the question, but it just says “Do 
you favor a postal rate increase as recommended by President kisen- 
hower?” It doesn’t justify wy difference between second class, third 
class, and first class. 

It states further “To assist in cutting down the postal deficit and to 
improve the service and facility.” Again, I have had some comments 
on the question and have had some objections that it was loaded. 

Then I had comments as to whether we should increase third-class 
mail more or not, but with just the question, itself, as it is, results are 
about 4 or 5 to 1 in favor. I am asking you, coming from that section 
with which you are familiar, how can we justify the difference between 
that percentage of return and that percentage of favor in the 10th 
District of Virginia and the Gallup poll ? 

Mr. Cawtey. I think the difference is the questions, Congressman. 
The Gallup poll stated their questions a little more completely, a little 
more precisely, on the different categories of mail. In short, they 
asked the American public, “Would you favor a first-class increase in 
order to balance the postal deficit ?” 

I sometimes think, Congressman, that such questions ought to be 
preceded with this kind of a question: “Do you consider the Post 
Office a public service or a business?” I would like to see that begin- 
ning, follow ed by aseries of questions. 

Mr. Broyniy. I wouldn't quarrel with that. 

Mr. Caw ey. I think that a lot of people, Congressman, look at your 
question and without giving it much thought agree with it. I think 
the question isn’t posed to them to develop any real serious considera- 
tion, and I say that respectfully. 

Mr. Broyiitw. I tried to identify the questions as much as I could, 
and limit the number of questions. To be frank with you, if there 
was a very narrow percentage, as there is in the partic ipation of the 
national health insurance program, there would be quite a question in 
my mind, but again, when I get an answer to this question of about 
5 to 1, what would you, as a constituent, think your Congressman 
should do? 

Mr. Caw.Ley. Congressman, [ have known your position for several] 
years, and I respect it, sir. 

I believe, sir. that you can give that consideration, but I hope you 
would throw your weight behind this postal policy development. 

The Cramman. Do? you have any questions ? 

Mr. Crpernerc. I am interested in this postal policy deve ‘lopment 
that you are talking about. Wouldn’t this policy have to take into con- 
sideration all of the costs of the Post Office Department, including 

capital expenditures and including wage increases as they come along. 
to determine the actual cost for each class of mail ? 
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Mr. Cawrey. Eventually, I think so. I don’t know about capital 
expenditures. 

Mr. Creperserc. Let’s leave capital expenditures out. 

Mr. Cawrry. That is a long-range proposition. I think that 
basically, you could develop some general principles on which costs 
could be determined, but as another factor in here, let’s get a little 
efficiency, too. 

I don’t think that we should have to look forward to these costs 
soaring beyond all reason. 

Mr. Crperserc. Would you say there have been some recent ad- 
vances in efficiency ? 

Mr. Caw ry. There have been. But I think the post office will 
admit they have to go a lot further on this. 

Mr. Cepernere. I think we can all agree there is probably no busi- 
ness but could be made more efficient than it is. 

Mr. Cawtey. If they were in a competitive business, they would be 
moving a lot faster than they are now. 

Mr. Ceperserc. That is probably true. If the Congress, in its wis- 
dom—and I appreciate the faith you have in the wisdom of the Con- 
gress—decided, for instance, that second-class should pay 50 percent 
of its cost, then would you agree that as the costs increase your rates 
should automatically go up? 

Mr. Cawtry. First of all, let’s assume they are justifiable costs. 
Even then I disagree that we can automatically increase prices. I 
don’t think you can do it, because in pricing there is so much sensitiv- 
ity to the flexibility or the inflexibility of demand and economic condi- 
tions. 

Let me give you one example. Back in 1932 and 1934, they increased 
the rates on a temporary basis. I know a depression was on, but the 
volume fell terrifically. Maybe in that delicate economic situation they 
should not have been raised in the first place. 

Mr. Creperserc. Let’s assume that our economy is moving ahead at 
a steady pace, and that there isn’t anything unusual in the offing as far 
as the economy is concerned. : 

Mr. Cawtry. I think if we have a good, firm policy and justifiable 
costs, we would have to go along with it. 

Mr. Ceperserc. You would say the policy should be put into effect 
immediately ? 

Mr. Cawiey. We want our right to sit down with you and go 
over this. 

Mr. Ceperserc. Another thing that I was interested in, you said 
that you would like to sit down and be a part of the forum making 
that policy and determining what part of postal service is public 
service and what is not. 

Mr. Cawtry. Our publishers. 

Mr. Crepernere. Don’t you think it would be better to have some 
noninterested group to do that ? 

Mr. Caw ery. I don’t speak of our group exclusively. I think you 
might want to call all the users in and also a noninterested group to 
get a fair review and appraisal of the whole proposition. 

Mr. Crperserc. Don’t you think the noninterested group should 
receive more attention than someone interested ? 

Mr. Cawter. No, I don’t think so. You want men who are in this 
business every day, who know it, who have had to face up to this 
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problem for many years, and who have gone through the sweat of 
annual congressional heari ings on this pr oblem. 

I think that they can render some yery valuable advice. 

Mr. Ceverserc. Nevertheless, their position would be prejudiced to 
a degree. 

Mr. Cawrry. Y es, [ appreciate that. 

Mr. Ceperserc. There isn’t any question about that. 

Mr. Cawtry. No question about it; that is right. You would find 
competition among users. 

Mr. Ceperserc. I received this from the Esquire magazine in the 
mail the other day. It came third class. Your magazine publishers 
use a lot of third class? 

Mr. Cawtery. Yes. 

Mr. CeperserG. In this there is a letter written on both sides, and 
there is a very lovely thing here, the Esquire charter club member- 
ship, and a return letter with 7 cents airmail postage which will be 
paid by them. It has nothing to do with the magazine. It is selling 
some kind of a service for credit at restaurants, and so forth. 

Can you see any public service in this? 

Mr. Caw ey. I am not familiar with it at all, except that third- 
class mail has contributed immensely to the industry of America and 
in that sense, I would have to say it renders a public service. 

Mr. Ceperserc. If they can send all of this for 114 cents, it shouldn’t 
be too hard to pay an additional one-half cent. So third-class mail, 
with all of this coming through, certainly ought to be willing to pay 
2 cents to send that much through the mail from Chicago. 

Mr. Cawrey. I can’t comment on that. I am not familiar with it. 

Mr. Creperserc. You are quite large users of third-class mail ? 

Mr. Cawtey. Yes. Perhaps for every one that would take it, you 
might find 100 real small-business men who couldn’t. Out of 30,000 
printing and publishing plants in this country, you will find that all 
but about a few hundred employ less than a couple of hundred people. 

Mr. Gross. Will the gentleman yield? That return envelope would 
require first-class postage ? 

Mr. Cepersera. Sure. 

Mr. Gross. If cau it would take first-class mail ? ? 

Mr. Cawtey. Asa matter of fact, it is airmail, 7 cents. 

Mr. Cepersera. If they can afford to have this go back for 7 cents. 
they ought to be able to spend 2 cents to send it out. 

Mr. Gross. But it also generates first-class mail. 

The Cuamrman. Mr. Johansen ? 

Mr. JoHANSEN. Your testimony, which of course will receive a rea- 
sonable amount of publicity, indicates that the proponents of a second- 
class mail increase, some of them at least, take the attitude of “why 
attach any value to reading?” You went to considerable length to 
emphasize the educational importance of the printed word. 

Just to have the record straight, is there any question in your mind 
as to the thinking of either the committee or the Postmaster General 
as to the value of the printed word ? 

Mr. Cawtey. No, I don’t believe so, but there has been a lot of 
public statement and reaction recently. Certainly, as we see the com- 
petition with television and radio, there have been some questions 
raised. 
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Mr. Jonansen. Of course, I think some of the public thinking and 
comment is generated just by the sort of statements that you made in 
your testimony which seem to imply that we on the committee and the 
gentlemen in the Post Office Department have their axes whetted for 
the printed word. 

I would just like to clarify the extent to which you feel that we need 
to be educated on the importance of the dissemination of information. 

Mr. Caw.ry. Congressman, my answer would be that we are just 
bringing up to date a historical concept. Certainly, it is no refleetion 
on the members of this committee. 

Mr. Jonansen. Let me ask further: Do you imply that there is 
an ce al value in terms of the dissemination of information between 
the National Geographic, about which we have been talking so much 
here, and Bugs Bunny, or Cisco Kid, or Howdy Doody, or Confiden- 
tial, or some of these other publications / 

Mr. Caw trey. Except that one is addressed to adults. The other is 
for children. 

Mr. Jonansen. That isn’t an answer to my question. Is there equal 
merit in the dissemination of information in that type of publication, 
and the type Mr. Cretella mentioned? I mean, we are lumping them 
all together, and then the implied criticism is that we have our ax 
whetted for dissemination of information. 

Mr. Cawrey. I beg the Congressman’s indulgence. I represent all 
of them, sir. 

Mr. Jonuansen. My point is the gentleman is representing cats and 
dogs and a variety of things, and, when you lump them together on 
the basis of arguing for a tax subsidy on an equal basis, you are lump- 
ing together completely noncomparable and unequal types of publi- 
cations. 

Mr. Cawtey. Sir, the members of our association complied with all 
the requirements of the Post Office Department. I speak for all 
classes. 

Mr. Jonansen. We appreciate that, but when you come in here and 
say they represent equal educational merit or imply that I think that 
isa distortion of the facts. 

Mr. Cawxey. I certainly don’t state that, sir. 

Mr. Jouansen. I have entertained the suspicion for a long time 
that this talk about a policy declaration amounts to a stall and that 
ee is more strengthened today than it ever was in the light of 

your testimony. 

Supposing by some magic I could go over to the floor of the House 
this noon and get a policy declaration stating that the Post Office 

Department is not a business or that it is only partly a business and 
partly a service operation, and supposing I could get a declaration 
of policy that the recognition of that fact ought to be written into 
the tax rate structure for the postal service, and supposing by magic, 
we would get action today—and you spoke of doing it this vear, this 
month, this week, today—and supposing I could get it in the Senate 

today, and get it signed by the President today, and then you and I 

come back here tomorrow. 

Mr. Cawiry. We would like to see it happen that fast, if it could 
be done reasonably. 

Mr. Jonansenx. What would you have in this statemout of policy 
that would enable you to do tomorrow what you can't do today? 
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Mr. Cawtey. We would have a firm basis for computing costs as we 
know them, and for making some determinations as to where we are 
going in the future, what is the load over our head. 

Mr. JoHaNsen. You mean to say an action of Congress stating just 
what I stated would automatically provide you with the answers as 
to what your rate increase ought to be? 

Mr. Caw ey. No, I did not mean that, sir. I thought when you 
spoke of a policy that it would have some delineation in it. 

Mr. JoHANnseN. What delineation? That is the thing I am trying 
to get at. 

Mr. Caw ey. I am not competent, sir, to spell out a congressional 
policy. I can call your attention to a lot of basic material. 

Mr. JoHANsEN. But have you done that? I don’t think you have 
done that. 

Mr. Caw ey. I have in my report, sir. There are some excellent 
basic documents now that contain a lot of suggestions and one of the 
Postmaster General himself. You have the Senate committee work. 
You have one of the top ratemaking 5 experts in the country that has 
written a text on it. There are 3 or 4 documents now available. 

Mr. JonANsENn. a seems to me that you could have rendered—don’t 
misunderstand me; I don’t mean to chide you unfairly—a tremendous 
service to this committee by coming in with a spelled-out series of pro- 
posed policy statements, specific and definite policy statements, which 
in your judgment would resolve this problem so that then tomorrow 
we could go to work making the rate increases. 

Mr. Cawtey. Sir, I just didn’t feel that I could presume that far. 
We will certainly work with you, but I am just not prepared. I feel 
that that belongs to the Congress of the United States. 

Mr. Crereiia. Will you yield for a question / 

Mr. Cawley, in looking over this list, here is another publication J 
don’t know anything about, Tom and Jerry. What is Tom and Jerry? 

Mr. Cawtey. That is a comic, sir. My children read it. 

Mr. Crerecia. I thought it was a drink. 

The Cuamrman. Mr. Rhodes? 

Mr. Ruopes. I have one further question. 

Your organization represents a wide variety of magazines‘ 

Mr. Cawtey. Yes, sir. 

Mr. Ruopes. What is your objective other than matters like this? 

Mr. Cawtry. Sir, I have a complete statement on that. I antict- 
pated the question. I will either read it or insert it in the record. 
The objective stated very simply is that the association handles the 
business problems of its members. In that connection, we get into 
paper, paper supplies, accounting, accouning systems, cost ratios: we 
get, into printing and printing methods: we get into display work. 
selling in different fields and in improved public relations. 

We have also set up a very sincere program to police door-to-door 
selling of magazine subscriptions. 

It is a pretty far-flung, thorough-going program in which all of 
our members participate and work. 

If the chairman would like, I would gladly insert in the record a 
more full statement. 

The Cratrman. How lengthy is it? 

Mr. Cawtey. It is just a page and a half. 
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The Carman. It will be inserted in the record. 
(The document referred to follows :) 


The Magazine Publishers Association, Inc., formerly known as the National 
Association of Magazine Publishers, Inc., is a membership corporation organized 
under the Membership Corporations Law of the State of New York, on Novem- 
ber 3, 1919, for the purpose of collecting all kinds of information and intelli- 
gence for the use and benefit of its members and supplying the same to its 
members and to the public, fostering the business interests of and promoting 
amicable relations among its members, procuring uniformity in customs and 
usages in the business of its members and doing other acis and things for the 
benefit and protection of its members so far as the same are permitted by the 
laws of the State of New York to corporations organized under the membership 
corporation law. 

The association is a trade association having 110 members who currently pub- 
lish approximately 377 nationally known and distributed magazines with a cur- 
rent circulation totaling up to about 50 percent of the total magazine circulation 
in the United States. 

The actual activities of the association,in summary, are to collect and exchange 
among its members information on the various phases or problems of the maga- 
zine publishing business, e. g., paper supply, production, printing, packaging, 
handling, shipping, and transportation of magazines, including express, freight, 
and postal rates: development of a manual of uniform accounting for magazine 
publishers including unit cost studies; improvement of magazine display facili- 
ties; cooperation in a departmental cost and profit study, conducted for the 
National Association of Retail Druggists by the Wharton School of Finance. 
Our association cooperated with New York University in a 10-week lecture course 
in magazine circulation sales and promotion, including the distribution of 5,000 
eopies of the transcript of said lectures and questions-and-answers periods. 
We cooperate closely with accredited schools of journalism which offer maga- 
zine courses. In cooperation with the American Association of Advertising Agen- 
cies, a joint committee is continuing development of recommended standard speci- 
fications for advertising reproduction material. Also, in cooperation with Amer- 
ican Paper and Pulp Association and other related industry associations, a joint 
committee of chemists and technicians is working on problems involved in maxi- 
mum recovery of usable waste paper from old magazines. The association also 
sponsors a central registry of door-to-door magazine solicitors and administers a 
code regulating conduct of door-to-door solicitation of magazine subscriptions by 
field-selling subscription agencies. Our association is a constituent member of 
the Advertising Council, Inc. 


Mr. Avexanper. Mr. Cawley, all of your publications are second- 
class, are they not ? 

Mr. Cawiey. No. I believe we have a few that aren’t even in the 
mail, sir. 

Mr. ALEXANDER. That don’t use the service at all ? 

Mr. Cawtey. That is right. We have a few of those publications 
which are sold through stores. 

Mr. ALexanper. As to the second-class matter that you have, you 
have no criticism of the handling of those publications through the 
Post Office Department, have you ! 

Mr. Cawtey. Not as an association. I think from time to time our 
members have problems and they take them up with the Post Office 
Department and get good service. 

Mr. Avexanper. As a matter of fact, practically all of these publi- 
cations are sent to the post office with instructions to be delivered on 
the same day; isn’t that right? 

Mr. Cawtey. Not all of them, sir: no,sir. A great majority of them 
are entered into the post office with the hope that they will come out 
in reasonable time. 

Mr. ALtexanper. Practically all of your magazines come out at least 
the day after they are received ? 
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Mr. Cawteyr. That is true. We get good service. Thlwre is no ques- 
tion about that. 

Mr. ALexanper. It is my understanding that the Post Office De- 
partment testified that even with the raises th: at have been made on 
second-class in 1951, the second-class paid only 22 percent of the over- 
all cost of the delivery of that kind of matter through the Post Office 
Department. 

Do you find any fault with that statement ? 

Mr. Cawtey. Yes, indeed, sir, very much at fault. When they 
speak of 22 percent, they are talking about the losses as determined 
by cost ascertainment $232 million. 

Now, their conversion chart, Congressman, contained in the front 
of this cost-ascertainment report, which is their new basis for request- 
ing rates, shows a $91 million loss. 

I think the whole thing is so confusing it needs pretty careful study 
and some basic resolutions before we can sit down and come to grips 
with this problem. 

Mr. Avexanper. This is the first time you have attacked the cost- 
ascertainment system, pareg™, isn’t it? 

Mr. Caw ey. No sir, I don’t attack it in my statement. I just 
show you two different situations which I think lead to confusion. 

Mr. AtexanpvER. Do you know any better system that we, as a 
committee here, can rely on to determine costs, or how to figure the 
cost of different classes of mail ? 

Mr. Cawtey. Congressman, on the strict apportionment of revenues 
and expenditures, I ‘don’t believe you will find a better system than 
cost ascertainment. I have said publicly it is a pretty valid system, 
but it is not a basic system for ratemaking. 

Mr. Moss. Isn’t it, in fact, used as a “basic system for ratemaking 
purposes in the instance of fourth-class mail ? 

Mr. Caw ey. I believe it is, sir. I sat through a number of those 
hearings. 

Mr. Moss. Therefore, we would have to, in the discussions which 
have been had, both in the instance of the Department and the dis- 
cussions of many of the witnesses, assume the cost-ascertainment sys- 
tem itself is basically sound. 

The application of the system appears to leave much to be desired, 
and yet the one class of mail that the law itself says must pay its 
full share of cost is paying it on the basis of cost-ascertainment de- 
terminations. 

Mr. Cawtey. That is true. 

Mr. Moss. We assume that the first-class user is paying more than 
he should be paying ? 

Mr. Cawtry. There may be a possiblity of that, Congressman. 

Mr. Moss. It is inherent i in your statement. 

Mr. Cawiey. Yes, it is. 

Mr. Moss. If it is to be reflected as a yardstick for arriving at rates 
in other classes of mail, it certainly should be reflected as a yardstick 
for arriving at rates for fourth-class. We can’t have fish or fowl under 
varying conditions. 

Mr. Cawtey. That is right. I would like to see all rates set by 
Congress. 
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Mr. Moss. It would appear, then, that certainly policy questions are 
‘ry closely tied up with any consideration of rates. 

Mr. Cawtey. That is true. 

Mr. Moss. And with deference to my friend the gentleman from 
Michigan, Mr. Johansen, I want to again strongly disclaim any inten- 
tion of stalling or procrastinating in any way, but I think the further 
you go into this question the more and more clear it becomes that we 
have avoided important policy decisions, and that you cannot have an 
equitable rate structure without finally making those decisions. 

I think this is a perfect example. We use the cost ascertainment 
clearly for ratemaking in one instance. and we hear it attacked in all 
other instances as not being a proper assignment of cost on the basis 
of the type of service. 

Mr. Jouansen. Will the gentleman vield ? 

Mr. Moss. Mr. Alexander had the floor. 

Mr. ALexanper. I will vield temporarily. 

Mr. Jouansen. I would like to ask the witness this question. If 
we get this policy decision made, then is the next issue we are going 
to confront and the hurdle we are going to have to jump the question 
of some type of cost ascertainment or other basis for rate deter- 
mination 4 

In other words, will there then be another major problem to be re- 
solved before we get to the rate increases ? 

Mr. Cawtey. Mr. Congressman, I have talked to a number of Post 
Office officials and I believe they are sincere in their feeling that with 
all the data they have at hand. a resolution of policy, I think, could 
quickly result in a realinement of costs if that is necessary. 

The Cuamman. Mr. Henderson ? 

Mr. Moss. I have a few questions. After arriving at some of the 
allocations of costs and determining in what programs we should 
weight cost ascertainment to reflect different regions of surplus, would 
it be your suggestion, then, that the remaining portion of the costs 
which the second-class users feel could not be absorbed by their busi- 
ness be charged against the Post Office Department as deficit, or di- 
rectly appropriated for as a service subsidy ? 

Mr. Cawrey. I would like to see the remaining amounts, whatever 
they be, appropriated for out of the general funds of the Treasury. 
Every department of government has an appropriation. ‘The Post 
Office De -partme nt has a deficit. 

My feeling is that there is a great deal of similarity between the 
Department of Commerce and the Post Office Department in the sense 
they provide a public service. 

Mr. Moss. You feel as to the second class, if the cost ascertainment 
itself is |e faulty. that it perhaps should be weighted ? 

Mr. AWLey. Yes, gr cite 

Mr. in rxanper. Mr. Cawley, in regard to an overall policy, in 
order to establish « policy we would have to determine it in some way 
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y 


ittee were to determine that second-class mail should pay 90 percent 
of the actual cost of the delivery of that mail and that 50 percent of 


would be a public service, whether you use cost ascertainment or 
cyst ascertal nmeni vy us any oth er fact ts or i form: iti 7) that Co} ld be 
wiven to the committee. What we have to determine. if we are going 








kd tin 





POSTAL RATE REVISIUN 435 


to have a set, overall policy, would have to be determined percent 
agewise ? 

Mr. Cawtey. | think the results of that might well be percentage- 
wise, sir. For example, I think more basic than reference immediately 
to a certain class will be what percent of the post office is public service. 

Mr. ALexanper. Doesn’t that determine the other two 

Mr. Cawtey. 1 think they naturally flow, except there are special 
concessions of long standing. I am thinking of free mail for the 
blind, and other types of special concessions. 

Mr. ALEXANpeER. That is the means of determining what the cost 
of a certain class of mail is, though, rather than a percentagewise 
basis. 

Mr. Caw ry. Yes. 

Mr. ALexanper. If it were determined on a percent iwewise basis, 
what percentage would you, representing all of your classes of mail, 
be willing to say that they ought to pay? 

Mr. Cawiey. Congressman, I am just not prepared to answer that. 
I have to see the results first. You might discover that we would be 
paying a much larger percentage than we are now, as a result of 
policy. You might find we would be paying less. I just can’t set 
down a policy. 

Mr. Atexanper. The reason I am asking that is that this commit- 
tee, if we establish policy, are going to have to answer it and I was 
in hope you could give us some percentage that, if we went over, would 
be detrimental to your people. It seems that you can't give us any 
light on that. 

Mr. Cawtey. I am not prepared to spell it out at this time. I 
sorry, Congressman. 

Mr. Avexanper. That is all, Mr. Chairman. 

Mr. Henverson. What is your opinion of what the effect would 
be on the magazine industry if you were obligated to pay the full 
expense of carrying your product ? 

Mr. Cawtey. First of all, I don’t know what the full expense is, 
sir. Are you talking about $92 million or $233 million / 

Mr. Henperson. I am talking about the full expense of 
your magazine from here to there in every case. 

Mr. Cawtey. I think our reaction to that would be that longstand- 
ing policy of Congress recognizing the low rates for editorial content 
ought to be given some preference, and therefore, we would not, prob- 
ably, be willing to meet the full costs as you have indicated. 

We have built a whole industry on these policies, sir. 

Mr. Henperson. But what effect would it have upon your in 
dustry ? 

Mr. Cawtey. Without knowing exactly what we are shooting at, | 
can say this: That if tomorrow you set a rate to charge the full $250 
million, you would put most of them out of business overnight. 1 
just don’t think they could possibly take it. That is several hundred 
percent increase. Let’s look at it another way. 

There has been a lot of talk in these various basic documents about 
piece rate. Somebody suggested one time maybe 1 cent per piece 
would be helpful. TI have been told that that would have a very disas 
trous effect on weekly newspapers, so I am not in a position to say what 
percent, sir, or answer your question until all these basics are 
determined. 
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Mr. Henverson. Isn’t it true that most every product of your or- 
ganization has increased its rates and has, at the same time, or at least 
in the same period of time, increased its circulation ? 

Mr. Cawtey. A number of them have gone out of business, too. I 
have forgotten the number, but it is rather considerable. We have 
increased prices. There is no question about that. 

The other day I made a little check on that from 1939; I am not too 
accurate on this, but it is somewhere around 40 or 50 percent increase 
in price. That is a general average since 1939, but I think it is im- 
portant to point out that a lot of other costs have gone far beyond 
that, and we haven’t been able to pass those on to the user. 

Mr. Henperson. Taking the increase which is proposed, and which 
is asserted not to be the full expense of carrying the mail, what would 
7 the percentage of increase of cost to your industry by reason of 
that? 

Mr. Cawtey. May I refer back to my statement in the record ‘ 

Mr. Henperson. If you will tell me the percentage of increase. 

Mr. Cawtry. Well, one percentage at least on postal rates would be 
69 percent over 1951. 

Mr. Henperson. What will be the percentage of increase to the over- 
all cost of the production of your product by the increase in that? 

Mr. Cawtry. I can’t answer that. 

Mr. Henperson. Will it be 1 percent? Will it be one-half of 1 
percent ? 

Mr. Cawiry. Maybe some of our publishers who follow can answer 
that. 

Mr. Henverson. I think it is very important, and that we should 
have the answer. 

Mr. Jonansen. You referred in your direct testimony to the profit 
of the magazine industry. As I understand it, you gave a figure of 
$30 million. 

Mr. Cawtey. Yes, sir, for the whole industry. 

Mr. Jomansen. What is the basis of that? I mean, how is that 
arrived at and how do you justify that figure? 

Mr. Cawtey. The basis for that, sir, is the compilation of a great 
many reports. Now, as an association, we are not permitted to know 
the individual operations of the various companies. We retain an 
accounting firm that puts together the data supplied by our firms, 
and holds it confidential. 

We get some general summaries. That is the basis on which we 
have arrived at that determination. It was based on a tabulation 
of companies that use two-thirds of the paper in the country for pub- 
lication purposes. 

Mr. Jouansen. What I don’t understand is the relevancy of that 
figure if you are not able to tell us what the effect, in relation to that 
$30 million, of a rate increase such as is proposed in this bill is going 
to be. 

How much of that $30 million you have alleged to be profits are 
going to be lost as profits if this rate increase is made? 

Mr. Cawiey. You get some notion of it, sir. I believe the postal 
rate bill for our members was $28 million. In 1954 our profits were 
$20 million. An increase in these rates to our association might take 
as much as $10 million or $11 million out of that $20 million profit. 
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I don’t think that is quite the answer you are seeking, Congress- 
man, but it is an indication of an answer. 

Mr. Henperson. Yes, but at the same time you are saying that it 
might take some of your profits. However, I feel tliat I know enough 
about corporations’ profits to know that where there is any threat to 
their profit they take some other means to safeguard that so they will 
maintain that profit. 

Mr. Cawtey. Thatisright. They cut many corners. 

Mr. Henperson. It may result in economy measures. It may result 
in an increase in subscriptions. 

Mr. Cawtey. That is right. 

Mr. Henverson. That is all. 

Mr. Rees. I think Mr. Henderson has asked you a rather 1mportant 
question. You talk about these increases, and whatever rates they 
are. Wearetalking about the ones in our bill. 

Don’t you think you ought to be able to tell us approximately what 
this increased cost in postage provided in the bill before us, will be 
percentagewise, across the board for those you represent ? 

Mr. Cawtry. Congressman, I would like to reserve judgment on it. 

Mr. Rees. Whether it is 1 percent, or one-half of 1 percent, or one- 
tenth of 1 percent, or whatever it is. You ought to be able to give us 
just approximately what that would be. You gave us so much other 
material here. 

Mr. Cawtey. Mr. Chairman, there will be a number of publishers 
follow me. I think that is the kind of thing that possibly could be 
developed in a kind of pattern through interrogation of the witnesses. 

Mr. Rees. I just picked up the report here of the Postmaster Gen- 
eral and do you know that the amount of the deficit in second-class 
mail as reported here by the Postmaster General is more than the en- 
tire cost of the Post Office Department in 1910? 

Mr. Cawtey. That is conceivable, sir; yes. 

Mr. Rees. Are you complaining about the manner in which fourth- 
class mail is managed in any respect ? 

Mr. Cawtey. No, sir; I am not. 

Mr. Rees. Do you think it is being handled efficiently ? 

Mr. Cawtey. I am not an expert on fourth-class mail. I have at- 
tended some of the hearings for purposes of educating myself, but I 
am not on expert on that. 

Mr. Rees. Of course, it is expected to pay its way under the law. 

Mr. Cawtey. Yes, sir. 

Mr. Rees. It amounts to about a fourth, I think, of all the Post 
Office Department takes in. That is about a half billion dollars 
handled right there, and it is required to pay its own way. 

Mr. Cawtey. Yes. 

Mr. Rees. You spoke about the efficiency of the Post Office Depart- 
ment. You waved your hands a while ago and were talking about 
efficiency this and that and so on. Are you complaining about the 
efficiency the Department ? 

Mr. Cawtey. Yes, I am, sir, as a citizen of the United States. 

Mr. Rees. Has it failed to carry your publications as it should do? 
Ts it inefficient in handling your publications? 

Mr. Cawtey. No. 
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Mr. Rees. If it is, we would like to know it. Have you ever made 
a complaint to the Department that your publications haven't been 
handled efficiently ? 

Mr. Cawiey. Yes; some of our members have. 

Mr. Rees. Do you feel it isn’t being handled right ‘ 

Mr. Cawtey. Let me say when our members sit down at the Post 
Office Department, they get prompt service, and things are pretty well 
worked out. I have had a few suspensions, and a few problems come 
up which I have taken up with the Post Office, and got excellent service 
on them. 

1 am not complaining there, but I think they can do a far better 
job with less money. 

Mr. Rees. How ¢ 

Mr. Cawiey. By improved facilities, the adoption of modern ma- 
chinery, and methods, et cetera. 

Mr. Rees. It is all right to say “et cetera,’ but we would like to 
know what they are. We would like to improve the Post Office De- 
partment service, too. 

Mr. Caw ry. I think it is inherent in the Postmaster General’s im- 
provement plan which he has presented to this committee. He says 
he will save money if he spends $133 million for modern machinery. 
We welcome that. 

Mr. Rees. Do you think it is improving ¢ 

Mr. Cawtey. Yes, I think it is improving, but I think it has a long 
way to go management wise, and I don’t necessarily reflect on the Post- 
master General. Iam t: king about some of his own plans to get the 
equipment, and the machinery so he, himself, can give us a far more 

eflicient service. 

Mr. Rees. I just want to lay it on the table right now and if he 
isn’t running the thir ng as efficiently as he ought to, I would like to 
find it out. That is what I am getting at. 

Mr. Cre rev... You aaa something about going down to the Post 
Oifice Department for suspensions. Is that the word you used ¢ 

Mr. Caw ey. Yeu I will give the exact case, if you want it. It 
was a threat of suspension. One of our publishers had accidentally 
worked a mimeograph sheet into a printed document. It was a real- 

state document of some kind. 

The local postmaster told him that he wouldn't carry it. It violated 

e basic prince iples. So I went down to the Post Office Department 
and took it up with them and we worked out a solution of the prob- 
lem. 

[ had my man print the circular and fix it up as it should be, and it 
was back in the mails in short order. As a matter of fact. I don’t 
think it was ever stopped. 

Mr. Crerecia. Have vou ever gone down to the Post Office to pro- 
est the circulation through the mail of magazines that were declared 
by the Postmaster unmailable ? 

Mr. Cawtry. I have not. 

Mr. Crereitta. Do vou know if anv of your pu hishers have‘ 

Mr. Cawrey. I don’t t] hin k any of our publishers have. The last 

se I heard of was Esquire many years ago, and that went to the 
Supreme Court. 


Mr. Creretn. 
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ing a rate increase against publications like Bible Lessons, Popular 
ke lectronics, Popular “Gardening, Popular Mechanics, Popular Pho- 
tography—protesting rate increases for those on the basis of being 
educational as against the others that I read to you before, True 
Romances, True Love Stories, Teen-Age Romances, Modern Ro- 
mances; and here is another one that I just picked up, Ballyhoo 
magazine. 

What is Ballyhoo magazine? 

Mr. Cawtey. I think it is a comic, Congressman. 

Mr. Creretia. That is another comic. What is awfully educational 
or instructive about Authentic Police Cases, for instance? Why 
should we be paying for that? 

Mr. Cawrey. Congressman, I respectfully submit I don’t set myself 
up as a censor. I don’t think the Congress intends that. They meet 
the basic requirements. . 

Mr. Creretta. No, no. I prefaced my remarks by telling you that 
[ think you put yourself in an unhealthy position by trying to defend 
the good with the evil. and I have given you examples that I had. 
[ sat in the Connecticut Legislature for three terms and the question 
of barring from the mails and cleaning up some of this junk that 
goes through under the guise of magazines came up. 

The greatest protest and the greatest holler came from the pub- 
lishers defending that great theory of freedom of the press. 

Mr. Cawtey. Congressman, I went with our group before the 
Gathings committee of the House, a very fine group, and as I recall, 
we were given a clean bill of health. T have been called before the 
chaplains of the Army, Air Force, and Navy from time:-to time on 
this kind of problem, and I certainly represent our industry on them 
and try to cooperate with them on it, and in every instance, they have 
given usa clean bill of health. 

Mr. Creretia. I am not critical of your own individual position. 
I am critical of the fact that I think that some of these publishers 
should do their own housecleaning because when you put yourself in 
the position of representing a publisher of some of this pornographic 
material that goes through the mails and also publisher of Bibl 
Lessons, I don’t think there is any comparison, but we have to carry 
them at the same rates. 

Mr. Cawtey. Congressman, I disagree that we have pornographic 
magazines. I will tell the Congressman that we have adopted a code 
just recently banning obscenities. I think our members will work 
together to the end that publishers do represent the highest type. 

Mr. Jouansen. May I ask one more question ? 

Do you have on your board of directors any representatives of the 
Luce publications? Time and Life? 

Mr. Caw.ry. Yes, sir: we do. 

My. Jouansen. My recollection is that Time magazine in February 

said that while there might be argument as to detail of the propose “d 
rates, there could be no doubt that some increase in rates is necessary 
in all three classes of mail, and that Congress was faced with the clear 
choice of either higher postal rates or an indefinite continuance of | 
built-in postal deficit. 

How do vou reconcile that editorial position with the statement that 
vou board of directors unain mously supported thi Is po ran Ww] ich is 
Ci italaly not consistent / 
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Mr. Cawtey. Congressman, first of all that was a news story. Sec- 
ondly, you will recall the caption, A Case for a Rate Increase. We 
have no control whatsoever over the editorial content of our publica- 
tions. They made a case for it. 

It is conceivable or possible they could come out a week or a month 
later and make a case against. 

Mr. JoHansen. Have they ? 

Mr. Cawey. No, they have not. Here is an editorial that appeared 
in Progressive ‘Farmer entitled “Post Office Department—Service or 
Business?” It goes into pretty full study of the things we have been 
discussing here this morning. This was written by the editor of 
Progressive Farmer, a very fine magazine. 

I think this reflects the kind of thing we want in America, comments 
on all sides of the problem, freedom of the press. 

Mr. JoHansen. My only point is that there is an allegation of una- 
nimity here which, on careful analysis, might not be quite as unan- 
imous as indicated. 

Mr. Cawtey. All I can say is that time will prove this out. There 
may be another article. There may not. I don’t know. The U. Ss. 
News & World Report, I think, carried an article Big Business in 
Trouble. I think that was the title. 

I think that again was a news story. They took no particular posi- 
tion. So I think we have to expect that kind of editorial reaction and 
it doesn’t necessarily conflict with the position of the publishers. 

Mr. Jonansen. Might there be a difference between the business 
office viewpoint and the editorial department viewpoint ? 

Mr. Caw.tey. That is possible in that one company, sir. 

The CHarrmMan. Any other questions ? 

Mr. Henperson. May I ask one more question? Following Mr. 
Rees’ line of questioning, I sort of read into the paragraph at the 
bottom of page 7 and the top of page 8, although it doesn’t state it, an 
inference from you that the Post Office Department was not doing the 

very best job. Am I correct in that inference ? 

Mr. Cawxey. Yes; I think so, in this sense: I don’t think it has the 
facilities; I don’t think it has the equipment. 

Mr. Henperson. Let’s take this paragraph, and I hate to take the 
time of the committee: 


If you want to mail a letter, you have to go to the post office. 

What is wrong with that? 

Mr. Cawtey. I don’t mean you walk down to it. I mean thev have 
a monopoly on the business. That isall I mean. 

Mr. Henperson. And— 


is often as inconsiderate of the customer as it can get away with being. 


Mr. Cawtey. I was talking about a monopoly there. 
Mr. Henpverson. Then you are not talking about the post office. 
Mr. Cawtry. No. That is more generic than it is specific, sir. 
Mr. Henverson. I appreciate having that cleared up. 
The Cuarrman. Thank you, Mr. Cawley. 
There are only two other witnesses scheduled to appear before the 
mmittee before we take our Easter recess, Mr. E. T. Meredith and 
Mr. Cole. I suppose you gentlemen are present; are you not? 
Mr. Cole is here. Is Mr. Meredith here, also? 
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Mr. Merepiru. Yes. 

The CHarrman. Since the witnesses are here and are from out of 
town—Mr. Meredith from Des Moines, Iowa, and Mr. Cole from 
Pleasantville, N. Y.—I would like very much for the committee to 
hear them this afternoon. 

Then we will not have to have any hearing tomorrow and future 
hearings will go over until after the recess. However, if we don't 
meet this afternoon, then these gentlemen have to stay in town and 
come back tomorrow if they desire to testify. 

If there is no objection, and providing the House business is over 
by 2 o’clock, the committee will be in recess until 2 o’clock this after- 
noon, when we will hear from Mr. Meredith and Mr. Cole and get 
through with them. 

(Whereupon, at 12:30 p. m., the committee recessed, to reconvene 

2 p.m. the same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will beinorder. _ 

The first witness this afternoon is Mr. E. T. Meredith, vice president 
and general manager of the Meredith Publishing Co., Des Moines, 
Lowa, 

We shall be glad to hear from you, Mr. Meredith. 


STATEMENT OF E. T. MEREDITH, VICE PRESIDENT AND GENERAL 
MANAGER, MEREDITH PUBLISHING CO., DES MOINES, IOWA 


Mr. Merepiru. Mr. Chairman and members of the committee, I 
would like to say first that this statement is made strictly from our 
own point of view. There is no effort here to cover the broad general 
subject such as has been reported on by the association and others. 

The CuatrmMan. Do you belong to that association ? 

Mr. Merepirn. Yes; the Magazine Publishers Association. 

Our two magazines are Better Homes and Gardens and Successful 
Farming. Better Homes and Gardens has a circulation of over 
4,250, 000 monthly. It is the largest home-service magazine in the Na- 
tion, reaching an audience of approximately 15 million men and 
women. It uses an editorial approach of advice, information, and 
inspiration on the subjects of owning better homes and raising better 
families. About two-thirds of its circulation is mailed to subscribers, 
and the other third is sold over newsstands. 

Successful Farming is circulated to over 1,300,000 farm families, 
principally in the Mississippi, Missouri, and Ohio River Valleys. Its 
purpose is to give editorial information on the business of farming 
and operating a farmhouse. More than 98 percent of its circulation 
is mailed. 

Our company has a great deal at stake in H. R. 9228, and we sin- 
cerely believe that the provisions of this bill are not in the best inter- 
ests of the American people for the following reasons: Advertising 
is a basic element of our prosperity. For a healthy economy, our 
country needs tremendous capacity to produce goods. However, pro- 
duction capacity alone is not enough. Unless sales are healthy, the 
warehouses will be crowded, factories still, and people unemployed. 

For a prosperous economy my goods must be sold. And healthy 
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sales are the result of advertising. Our tremendous economy has been 
built upon advertising. When advertising schedules are increased, 
more and more buyers are influenced, and the demand for goods 
foes up. 

Magazines are a vital part of advertising, and are therefore an 
important element of our prosperity. To create more sales, magazines 
need to be circuiated widely. Mass circulation magazines will con- 
tinue to have a big influence in moving goods out of the factories 
and into the hands of consumers only as long as their circulations 
remain large. If magazine circulation were to shrink or disappear, 
it would become far more difficult to sell goods, because advertising 
would be curtailed and consumers would be less influenced to buy. 

Certainly some magazines will disappear if they are jolted with 
large increases in postal rates. And other magazines will shrink, 
because it would be impossible to pass additional costs along to the 
readers in the form of sharp increases in subser iption prices 

Since prosperity hinges on healthy sales, the Federal Government 
should do everything it can to help sell goods. Certainly the Govern- 
ment should do nothing to discourage sales. And this means that 
there should continue to be a policy of encouraging mass circulations 
of good magazines, with the consequent mass impact of advertising 
messages. 

Magazines are a valuable educational force. The editorial pages 
of magazines are a big part of our educational system. Magazines 
have long been influential in helping develop better economic and 
social life. Obviously many subjects in the field of culture, economics, 
social, political, government, and foreign affairs are treated. 

One of our magazines, Better Homes and Gardens, is edited to 
make families want to improve their homes—to become dissatisfied 
with what they own, dissatisfied with their patterns of living. Ina 
large sense, we believe the buying and reading of magazines such as 
Better Homes and Gardens, and the purchase of products which raise 
standards of living levels in this country are synonymous. 

For example, this year in the January issue of Better Homes and 
Gardens, our editors announced a new contest for the purpose of 
helping people improve their homes and gardens, and gave any num- 
ber of suggestions that might help them make their home surround- 
ings more livable and pleasant. 

Up until last week more than 115.000 subscribers had submitted en- 
tries. ‘These people had taken action, because our editors had created 
new inspirations for them; so our subscribers were spending time, 
money, and effort to make substantial changes in their homes. Can you 
imagine the effect of just this single editorial feature on our economy ? 
‘Tens of thousands of families quickly begain to buy materials and plan 
remodeling projects. If the average person entering this contest spent, 
up to this time, just $100 on his home, our editors succeeded in moving 
more than $5 million worth of goods. 

This is in but 3 months’ time, while this effort continues over the full 
vear of 12 months. 

In each issue of Better Homes and Gardens our editors present plans 
for new homes and actually facilitate the purchase of blueprints. The 
home plan featured in one issue of Better Homes «nd Gardens alone 
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is know to have resulted in the building of $136 million worth of 
homes, 

Our country is building new dwelling units at the rate of 100,000 
amonth. There are well-read features about home building in general 
magazines, the weeklies, and the monthlies. The home service maga- 
zines such as ours are concerned 100 percent with families and family 
problems. ‘These magazines are a link between the family wanting to 
puild and the architect or contractor. We are confident that maga- 
zines have had a big hand in producing the tremendous home boom 
which has continued to help make our economy so healthy 

Can you imagine the tremendous impact this sort of magazine has 
had toward suburban liv ing during the last several few year s? Subur- 
ban living means more equipment of many kinds, automobiles, tools, 
necessories, appliances, and so forth, all a part of our expanding 
economy. 

Our editors show America’s homemakers how to use new equipment, 
and in so doing encourage them to go out and buy something that they 
had never thought of having before. Homemakers who read the foods 
information and the meal planning articles in magazines of this sort 
suddenly find themselves trying new recipes, and more of them. 
Imagine the effect this sort of thing has on the food business all over 
the country. 

Also, let me say it is a matter of record that magazines of our type 
foresaw the now powerful do-it-yourself trend, which now accounts 
for spending up in the billions, and encouraged it editorially while it 
was still just beginning. 

Our other magazine, Successful Farming, has as its sole purpose the 
task of teaching people how to do a better job of farming and how to 
have better farm homes. 

Perhaps some of the best evidence that Successful Farming is a 
powerful educational force is that it is used in the classroom instruc- 
tion of vocational agriculture in nearly 5,000 high schools. And future 
farmers are learning about the business of farming from Successful 
Farming because it provides current information more quickly than 
teachers and students can get it from textbooks or other sources. 

Successful Farming has a creat deal of influence in teaching farmers 
how to improve their soil, how to avoid diseases among livestock, how 
to plant better, how to use new fertilizers, how to handle all the tre- 
mendous number of new things which make farming more efficient and 
profitable. 

This also is all-important to our economy, 

Ask the farmers, and you will find that farm magazines are the 
source of information that they use most frequently to learn about 
new farming methods. They lean on farm magazines for current and 
reliable information, and it is our responsibility to get it to them ata 
reasonable cost. 

I believe there is no doubt that most farm magazines operate on a 
very narrow margin, not enough to absorb drastic and sudden increases 
in costs. In fact, testimony given before the Federal Trade Commis- 
sion rec ‘ently in connection with the sale of one farm publication re- 
vealed that the publication lost money in 33 out of 45 years. In the 
farm publication field where newsstand sales are neglivible, there is 
tremendous impact from postage increases. Therefore, the proposed 
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postage increase would hit hardest the publications which are least 
able to absorb them. 1 telat 

In fact, figures for recent years show that the entire publishing in- 
dustry operates on a basis of 2.7 percent profit on sales, which means 
that a 30 percent increase in second-class rates and a 3314 percent in- 
crease in third-class rates would be a major cost burden to the majority 
of the publishers. 

It is important to remind ourselves that while magazines are a tre- 
mendous influence on the education of people and are a big factor in 
developing our economic and social life, they can reach large numbers 
of people only as long as their prices are not exorbitant. The greater 
the circulation of magazines, the greater the impact of editorial 
material. 

The large circulations will shrink unless subscription prices are kept 
attractive. 

When they do shrink, postage will not be collected on the portion of 
circulation which is lost. 

Higher costs cannot be passed along. If advertising is a basic ele- 
ment in our prosperity, we need to circulate tremendous numbers of 
magazines to get maximum effect on sales. If magazines are a valu- 
able educational force, we need to circulate many of them, so we can 
get as much educational impact as possible. 

These facts indicate that the publishing industry has a great re- 
sponsibility to continue selling magazines at prices low enough to 
attract large numbers of readers. If we attempt to pass along higher 
costs in the form of substantially higher subscription rates, we know 
our circulation will decline even though our population increases. 

We continually check the effects of price ions on our circulation 
sales. We set up research very scientifically and check the pulling 
power of one piece of mail against another. On some occasions we have 
tested as many as 50 different subscription price offers. From this re- 
search, we know that the higher the price, the fewer our sales. We 
know, for example, that if we raise the subscription price as little as 
> cents per copy, an otherwise identical mailing offer will attract only 
one-third as many subscribers. And we would not net as much on the 
small number of subscribers at a higher price as on the larger number 
of subseribers at the lower price. 

Magazine prices, perhaps, can be raised slowly over a period of 
time. But if an attempt were made to absorb drastically increased 
costs by raising subscription prices sharply, the result would be smaller 
circulation. We must keep in mind that smaller circulation does not 
permit use to offer advertising media with big impact or to make a 
big effect on the educational welfare of our people. 

Nor can the publisher pass along higher costs to the advertiser in 
the form of sharp and sudden increases in advertising rates. Higher 
advertising rates always mean that some advertisers will be priced out 
of the market because they cannot afford the higher rate. A sharp 
increase in a magazine's advertising rates could make it unattractive in 
comparison with other media. For, although a magazine’s advertising 
rates are under upward pressure from rising labor and material costs, 
they are under downward pressure from competitive media—specifi- 
cally television, radio, and newspapers. 
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The marginal-profit publication—and there are many of them—can 
easily price itself out of the subscriber’s and advertiser's market. 

Postage rates have already increased out of proportion to other 
costs, and they are largely uncontrollable. 

Most costs of doing business have increased during the past few 
years. This is certainly true in our business. Based on the cost per 
million pages, paper increased just under 15 percent between 1950 
and 1955, and labor in our production department increased 19.6 
percent during the same period. During these same years the cost of 
third-class postage increased 50 percent, and the cost of second-class 
postage increased 30 percent. Already, as you can see, our postage 
costs have gone up out of proportion with other increased costs. 

Postage must be classified as a relatively fixed cost which adds 
considerably to operating hazards in the highly volatile publishing 
business. One of the strengths of American industry has been its 
ability to find ways of controlling costs through improved equipment, 
processes, and procedures. However, postage falls largely into the 
uncontrollable class and the proposed increase would add considerably 
to costs over which a publisher has little or no control. 

The additional Jarge increase proposed in H. R. 9228 should not be 
enacted into law because publishers must have an opportunity to 
assimilate rising costs gradually over a long period of time. 

In summary, we want to say that we think magazines make a 
tremendous contribution to our prosperous economy through adver- 
tising impact and editorial services. In effect, this would be mini- 
mized if circulation had to be reduced because of sharp increases in 
postal rates. 

We sincerely believe that the provisions of H. R. 9228 would be det- 
rimental to our general national economy. 

That is the end of my statement. 

The Caarrman. Any questions? 

Mr. Rees? 

Mr. Rees. What percentage of your operations is in second-class 
postage ¢ 

Mr. Merepitn. The cost of postage asa percentage ? 

Mr. Rees. What does the cost run in the whole thing and then what 
percent of that is postage ¢ 

Mr. Merepiru. I was afraid you were going to ask ie that, and 
I don’t have the figure. 

Mr. Rees. You run this business, do you not? 

Mr. Merepitn. I can get it for you very shortly. 

Mr. Rees. I am surprised. I just supposed you would have a break- 
down. You talk so much about your terrific postal bill. 

Mr. Merepitn. In our operating statements we consider manufac- 
turing and delivery costs as an item, and I can’t quote you an accurate 
figure for postage alone in our cost at the moment. 

Mr. Rees. I just wondered how you would figure out the impact 
upon your business if you didn’t know about how much it cost you 
on a percentage basis. 

Mr. Merepirn. In order to get you an accurate figure T would have 
to check with the accounting department because I can’t quote it to you, 
Iam sorry tosay. 

Mr. Rees. You know how much you spent in dollars and cents but 
don’t know what the percentage is; is that right¢ 
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Mr. Merepirn. That is about right, yes. 
The CHarrman. You will supply those figures, will you? 


Mr. Merepiru. Very gladly, any that you wish, but I don’t like to 
quote an inaccurate figure. 


(The information referred to follows :) 


MEREDITH PUBLISHING Co., 


Des Moines, April 11, 1956. 
Mr. CHARLES E. JOHNSON, 


Counsel, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 

Dear Mr. JoHNSON: Mr. Meredith has discussed your letter of April 2 with 
me and we are glad to give you the following information in answer to the three 
points or questions in your letter: 

1. Breakdown of the increase in the cost of your magazine due to the increase 
in paper and labor costs: 


Percentage increase per million pages printed, 1954-55 over 1950-51: Percent 
NOR RS ers eis eis Sue akc Sicilia ph Peal taint saessadatr at 
Ie a a le cae at 9.2 
RN NN isa emece nance Sa Gps a uli hres cet ssa caen oignseMa 28. 1 


2. Percentage increase of your over-all operating figure: Percentage increase 


per willion pages printed, 1954-55 over 1950-51; total operating costs, 30.5 per- 
eent. 

You will be interested in knowing that these increases have occurred despite 
the expenditure during this period of $3,596,000 for a plant addition, modern 
presses, and other equipment to incre: ise the efficiency of our operations. 

3. Information for the 1950-55 period as to the course of events profit-wise 
so far as your publishing firm is concerned : 


Percent 
Percentage increase in revenue 1954-55 versus 1950-51___________________ 23.0 
Percentage decrease in operating profit 1954-55 versus 1950-51______---___ 16. 0 


All of the above figures cover our publishing company operations only, and 
we hope they give you the information desired. 
Sincerely yours, 
MEREDITH PUBLISHING Co., 
L. H. MvuGG6E, 
Vice President and Director of Circulation. 

Mr. Rers. Have you increased your subscriptions since 2 years ago / 

Mr. Merepiru. Yes, we have. 

Mr. Rees. In just the last 2 years? 

Mr. Mrerepirn. Since 2 years ago we have increased about 200,000. 

Mr. Rees. I mean in your subscription price what did you do? 

Mr. Mereprri. Our subser iption price has not increased. 

Mr. Rees. Successful Farming was $1.75 z or 5 years ago. 

Mr. Merepiru. Three years ago. 

Mr. Rees. What is it now? 

Mr. Merepitu. It isthe same. 

Mr. Rees. You haven't changed that any ? 

Mr. Merepiti. No. 

Mr. Rers. Is the same thing true of your other publications? 

Mr. Mereviru. Of Better Homes, yes. We have not changed the 
price. 

Mr. Rers. The burden of your testimony is that we ought not to 
increase these rates because of the good which is accomplished by 
reason of your publication. Isn’t that right ¢ 

Mr. Mereprru. I am afraid this sounds too much like our publica- 
tions rather than this being an example of many publications. 

Mr. Rers. I agree that your publications are very wonderful, but 
it seems to me that the burden of your testimony is that there should 
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not be any increases because of the good which is accomplished by way 
of advertising through your magazines. That is the way it seems. 

Mr. Mereprrn. I have misspoken myself, sir. J used this as an 
example. When I started out I prefaced my remarks by saying this 
was from our point of view as one publisher. I would like to use 
these magazines as examples of many others who help to stimulate 
the economy through the sale of goods and also help in the dissemina- 
tion of worthwhile information and education. 

Mr. Rees. Would it be your conclusion that there ought to be a 
subsidy for second-class mail for your magazines because of the fact, 
as you say, that you help to build up the business of the country 
Maybe you are right. I just wonder if that is your idea. 
to be in your statement. 

Mr. Merepirn. There is one question which has been brought up 
here before. I don’t know the proper answer to it. ‘l’o decide whether, 
if there is a subsidy, that the recipients of magazines are subsidized 
to a degree or to what degree, and to what degree the publisher is 
subsidized. If there is some benefit to the economy in the education 
of the people receiving the magazines, they are subsidized. 
saved some money. 

Mr. Rees. Let’s put it this way. Would you feel that the Federal 
Treasury, the taxpayers, ought to subsidize to some degree the publi- 
cations you have described because of the good which is accomp lished 
by reason of your publishing those magazines / 

Mr. Merepiru. I think that can be afforded because it is my belief 
that if magazines are curtailed in their selling of goods, general manu 
facturing will be curtailed, manufacturing profits will be curtailed, 
and income taxes will be curtailed. If the distribution of the sales 
force is aided by what you call subsidy, I think in the long run, in 
the overall period, it is good for the general ecconomy. 

Mr. Rees. As I ree: ull, Lam sure you are the Mr. Me redi th who test: 
hed some 4 years ago when a member of our committee asked you 
whether or not you felt there ought to be a subsidy 
thing like this: 

“Yes, we are ail in the same boat, in that respect.” You were asked, 
“Do you think you ought to be subsidized along with othe r business ¢” 
And I think you replied, “We are all in the same boat in that respect,” 

and maybe we are. 

Mr. Merepiru. I won’t attempt to speak for any others. 

Mr. Rees. I realize that. I take it that you feel there probably 
should be a subsidy anyway, even if that is the way it works out. 

Mr. Merepiru. J didn’t give all of my answer, I feel some sub 
sidy can be afforded for the distribution of the advertising impact 
and educational material, because I believe the country is benefited 
by it. 

'Mr. Rees. We can’t tell how much postage on a percentage hasis, 
but you have increased your volume of business in the last few years, 
which is a good thing. 

Mr. Merepiru. Yes. 

Mr. Rers. You have increased the cost of the magazine because of 
the increased cost of paper and the increased cost of labor and all 
that. You do not have a breakdown on that, either, for us? 

Mr. Merevirir. Not with me. T can supply it for the record. 
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Mr. Rees. I thought it might be helpful. 

Mr. Merepiru. I would be very happy to supply it to you. 

Mr. Rees. It would be interesting to find out how much impact 
there would be by reason of this bill on the financial end of your 
business. 

Mr. Merepiru. I would be very happy to do that. 

(The information follows :) 

MEREDITH PUBLISHING Co., 
Des Moines, March 30, 1956. 
Hon. Epwarp H. REEes, 
House of Representatives, Committee on Post Office and Civil Service, 
House Office Building, Washington, D.C. 

DeAR Mr. Rees: At the request of Mr. Meredith the following information is 
sent to auswer questions that were asked him when he appeared before the 
Committee on Post Office and Civil Service earlier this week: 


Year Year 
beginning | beginning 
July 1, 1956 | July 1, 1957 


| 
cepacia verdana . 








Impact of H. R. 9228 in increased postage costs to Meredith Publishing Co. 


for fiscal vears indicated based on estimated volume _----..--- = Gokelt $446, 500 $701, 500 
Percent increased postage costs would be of actual! total costs for 1954-55 _- | 1.50 2. 36 
Percent increased postage costs would be of actual delivery costs for 1954-55. | 21.8 34.2 

| 





May I point out that the percent that increased postage costs would be of total 
costs is not a proper measurement of the extent to which earnings would be 
affected, because we have increased costs in almost every operation? In other 
words, any increased cost should be measured against the actual cost of that par- 
ticular operation and I’m sure the Congress will recognize that an increased cost 
of 21.8 percent in 1 year and 34.2 percent in 2 years is very severe. 

Very truly yours, 
L. H. Muece, 


Vice President and Director of Circulation. 


The Cuarrman. Mr. Alexander. 

Mr. Atexanper. Mr. Meredith, would you make any distinction 
among magazines, those which are rendering a public service and those 
which are not, in granting second-class permits? 

Mr. Merepirn. If I understand your question properly—— 

Mr. Avexanpver. The two magazines you represent I would say 
render an educational service to the farmer and homemaker. A num- 
ber of magazines were mentioned this morning which had a very ques- 
tionable aspect as to whether they render educational value to the 
public. It is questionable whether the United States mail ought to 
subsidize those magazines on the same basis as others. What is your 
feeling in regard to that? 

Mr. Merepirn. There is one point I would like to make in relation 
to the magazines mentioned this morning. In order to get a statistical 
report, you would have to go to the Audit Bureau of Circulation or 
the newsstand distributors. In a general way I know very well that 
most of those magazines mentioned approach 100 percent distribution 
over newsstands. They are involved but very slightly in the economy 
of the post office. 

Mr. Avexanper. As a matter of policy. though, would you say that 
all of them ought to be grouped in second-class or that there ought to 
be some distinction as to whether they do render a public service or 
not f 
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Mr. Merepirn. If you want to mail by second-class you have to in- 
clude them as second-class, but most of them distribute by freight to 
newsstand distributors, who put them on newsstands. The money 
involved in regard to those publications is very, very small. 

Mr. Atexanper. I don’t know whether I get your point or not, but 
that is not too important. As I understand your testimony, you realize 
that second-class rates probably ought to be raised but you feel that 
it ought to be done very gradually. Is that true? 

Mr. Merepiru. I do. 

Mr. Atexanper. What would be the point of diminishing returns, 
in your opinion, in regard to the rate for second-class mail? What I 
have in mind specifically, from testimony which we have before our 
committee, is that second-class matter is now paying about 22 percent 
of the cost of handling that class of mail. Would you agree that if 
we went up, say, 5 percent a year until we reached 50 percent that 
would be reasonable ? 

Mr. Merepirn. I am not enough of an economist even in our in- 
dustry to make a flat answer to that. I think going up a small per- 
centage a year, which gives the publishers a chance to assimilate it, to 
adjust themselves, to change their practices, to go through the proc- 
esses necessary to absorb it, is certainly desirable. If it is 5 percent or 
6 percent or 4 percent, I don’t know, but some reasonable percentage 
carried over a good period of time I think is much more sensible than 
trying to tack these costs on all at once. 

Mr. ALExANnpeER. Even a 50 percent raise in postage would not affect 
you anything like as much as a 19 percent rise in labor costs, would it ? 

Mr. Merepiru. No, it wouldn’t be as great a volume of money, I 
guess, but if you add those 2 together and add 3 or 4 more together, 
then you are out of gas. That is not an alternative that you ask about. 

Mr. ALEXANDER. I agree with you that there is a point at which it 
might affect the circulation and publication of magazines, but what I 
am trying to get at is some help in determining where that point is. 

Mr. Merepirn. If we can agree that there are going to be some in- 
creases, I think the increases should be made modestly based on good 
judgment, on perhaps a new approach—we were talking about polic y 
this morning—based on a better definition of precisely. what is to be 
accomplished. Then it should be spread gradually over a period of 
years. 

Mr. Atexanper. As a businessman don’t you feel that second class 
should pay a little more than 22 percent of its cost ? 

Mr. Merepirn. A little more than what? 

Mr. ALEXANDER. 22 percent of its cost of transportation. 

Mr. Merepitn. I should think that depends also on the definition 
of policy we may arrive at. What is the purpose of the Post Office 
Department, w hether it is to be largely sustaining, profitmaking, pro- 
viding service at a loss or what. I¢ don’ t feel that that has been clearly 
defined yet by you gentlemen. 

Mr. ALeExAnper. Any bill or law that we pass would be policymak- 
ing in regard to public service and in regard to how much you ought 
to pay as a business proposition. 

Mr. Merepiru. It would be policymaking in the sense that it would 
be the law and would control. T was thinking more of a carefully 
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worked out definition and an established plan from which to go rather 
than a result which is the law. 

Mr. ALexanper. Do you think we ought to set our policy on a per- 
centage basis—how much you ought to pay and how much ought to be 
a public service / 

Mr. Mereviru. The percentage of increases / 

Mr. Avexanper. Whatever amount you want to make it, that you 
will pay so much of the cost and public service will be so much to be 
given to you. 

Mr. Mereprru. IL presume that would be one approach. I would 
like to see some more elaborate figures on the subject than I know 
before saying that should be followed. 

Mr. ALexanprer. Do you have any other approach that would be 
helpful to us in setting up a policy which would last over a number of 
years, other thana percentage approac th? 

Mr. Mereprrit. IT must go back to what has already been suggested, 
that we should get a policy committee, a definition of some ‘kind of 
your committee me alae publishers, and outside unbiased interests, 
economists, experts on the subject, and form this thing. IL think of 
policy differently than you are thinking of it, to form a definition and 
long-range purpose of the Post Office, and then start on the actual 
control such as pe pocentagges of the total or percentages of increase. 
When you speak of the percentage of increase you are enacting rates. 

Mr. ALexanper. I am not thinking in terms of policy as a percent- 
age increase, but the percentage which you ought to pay and the per 
centage which ought to be public service to be paid by the general tax- 
payers, if you want to put it that way. 

Mr. Mereprrn. I think that would be a fair way to arrive at it, pos- 
sibly, after a lot of analysis and study, before you know what that is. 
At least I would need a lot of study before I knew what that percentage 
Is. 

Mr. Avexanper. That isall Ihave. 

The CuatrmMan. Mrs. St. George / 

Mrs. Sv. Grorce. Yes, Mr. Chairman. 

We have heard a great deal of talk, right or wrong, and I think it 
has been uppermost in our minds, as to whether there was a fixed policy 
on whether the Post Office is a service organization or whether it is a 
business. It comes to my attention that the Carlson committee put 
out a resolution over a year ago in which they stated very emphatically 
what they considered to be the function of the Post Office. They do 
consider, as far as I can make out from their resolution, that it is a 
service function. 

What IT would like to ask you is if you claim, as I think you do, 
and probably rightly, that your publications are educational and that 
they are necessary for the general welfare, what would you think of 

having the charge of ¢ arrying those publications, which is of course a 
great charge on the Government—second class is a terrific loss to the 
taxpayver—put down and charged to education or some other branch 
of Government, just as we are now charging air mail to CAB and 
franked mail to the Government, but we are not showing it up in the 
postal deficit. Do you think that would cover this? [f it is so valu- 
able from an educational point of view, which we have heard over 
and over again, why not charge it to education? That is just one more 
thing to charge to education. 
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Mr. Merepiru. If you can reach agreement that such editorial ma- 
terials are constructive and helpful and do add to the economy, that 
they do do good and help to upgrade people's living, make a better 
citizenry of our population, I think it is justified. Education is to 
benefit pad better people and prepare them. 

Mrs. Sr. Grorce. But by the same token you will agree there is a 
great ‘eal ‘of second-class mail which does not come into that ¢ ategory 
at all? 

Mr. Merepiru. Second-class mail ? 

Mrs. Sr. Grorce. Yes. All second-class mail is not of great educa- 
tional value. 

Mr. Merepirn. Oh, I don’t doubt that. 

Mrs. Sr. Grorcr. So there would have to be a very clear line of 
demarcation as to what was educational and what was not. 

Mr. Mereprru. That would be a difficult line to draw, I know that. 

Mrs. St. Grorce. I should think it would be. But still don’t you 
think that on the whole it is an unfair thing to have second-class mail 
paying only 22 percent of its way? Don’t you think something should 
be arrived at to make a fairer criterion for second-class mail ? 

Mr. Merepiru. That doesn’t sound right. Frankly, I am terribly 
confused by all the figures I have heard over the last couple of years 
about what it does pay and what it does cost. I have not yet any con- 
fidence in figures that I have heard quoted for three or four dif 
ferent purposes. 

Mrs. Sr. Grorce. You probably agree with Dr. Johnson, then, that 
there are lies, damned lies and statistics. 

Mr. Merepiru. That could be. 

Mrs. St. George. Thank you, Mr. Chairman. 

The Cuatrrman. Mr. Dowdy. 

Mr. Downy. Yes, I have a question or so. 

Your magazines of course carry advertising, do they not? 

Mr. Merepiru. Yes, they do. 

Mr. Dowpy. Are you considering that as educational matter ? 

Mr. Merepiru. It depends—no, not educational matter per se. I 
think the country would be away behind in its standard of living to- 
day if it had not been for advertising’s job and accomplishment in 
creating desire on the part of the people to use modern equipment and 
therefore to benefit themselves. 

Mr. Dowpy. I don’t think there is any question that business in the 
United States has been built up by advertising; I don’t know that 
we put that on the same basis as educational matter. 

Mr. Merepitri. Technically, no. 

Mr. Dowpy. I am inclined to be in agreement with you about the 
educational matter, that it is something which should be made avail- 
able to everyone in the United States, certainly the magazines. I 
am rather in agreement with Mrs. St. George that all magazines are 
not what I would exactly call educational. Putting that aside, you said 
something about a policy, that we have to decide what is the basic 
purpose of the Post Office before we start anything else. I don’t think 
there is any question about the purpose of the Post Office. It is to move 
mail, to move it from the person who puts it in the post office to the 
person to whom it is addressed. 

Getting back to your second-class mail, I didn’t have much luck 
getting an answer this morning to this particular matter that I want 
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to go into. What percentage of cost + mowing second-class mail do 
you think ought to be borne by second-class mail ? 

Mr. Mereprrn. I can’t tell you the figure that I think it should 
be. You would need a lot more information than I have and know 
about second-class mail. 

Mr. Dowpy. I am not asking what the cost is to move the second- 
class mail. Iam asking you how much of that cost, regardless of what 
it is, you think the magazine publishers ought to bear. 

Mr, Merepirn. I don’t F know how much of the cost of the Post Office 
the magazine publishers are alone. 

Mr. Downy. Disregarding how much it is. I am not asking you 
how much it is and don’t care how much it is. If it is 15 cents to 
carry all the magazines that the Post Office Department carries in a 
year, how much of that 15 cents do you think the publisher ought to 
bear ? 

Mr. Mereprru. As I explained before, I can’t answer that with 
any confidence. I don’t know what the total second-class mail is 
made up of. I don’t know the total money involved. I don’t know 
the total benefit derived by the publisher. 

Mr. Dowpy. Maybe I am not making myself clear. I don’t care 
how much it costs, whether it is much or little. Disregarding any 
figure that you might have in your mind or which might have been 
mentioned 

Mr. Merepirn. You want me to tell you some percentage that I 
think it should be ? 

Mr. Merepirn. And I haven’t had an opportunity to arrive at what 
I think it should be. 

Mr. Dowpy. Do you think it should pay as much as the freight 
which is paid to the railroad companies to move it as freight ? 

Mr. Mereprrit. Does the second-class mail which is moved by freight 
pay that much ? 

Mr. Dowpy. In other words, whatever the Post Office Department 
has to pay the railroad companies to move the second-class mail, do 
you think they ought to pay that much? That is disregarding dis- 
tribution or any time for the employees of the Post Office Department 
or anything. 

Mr. Merepirn. I should think so. 

Mr. Dowpy. Do you think they should pay more than that? 

Mr. Mereprru. I should think they should pay that much. 

Mr. Dowpy. Do you think they should pay more than that? 

Mr. Merepiru. I don’t have the thought to answer you with. I have 
not been able to arrive at an opinion because I don’t have sufficient 

information about that. 

Mr. Dowpy. But that is what you are asking us to do in establishing 
a policy. That has to be part of the policy, unless we just say we are 
going to carry magazines for free. 

Mr. Merepiri. I am confused about policy. 

Mr. Dowpy. I certainly am if that is not what policy is. 

Mr. Mereprri. I have been thinking of the formulation of policy 
preceding the establishment of rates, eroundwork. 

Mr. Dowpy. That is what I am trying to do. 

Mr. Mereprru. You just asked me how much we should pay. 
Wouldn't that be the basis for rate ? 
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Mr. Dowpy. Wouldn’t that be part of the policy? You have to have 
a policy to work from. 

Mr. Merepirn. I couldn’t answer your question about what percent- 
age of the total second class I think magazines should pay because 
I don’t have the information upon which to base that sort of answer. 
I am not that much of a student of the economics of the publishing 
business and the Post Office. If rates are going to be increased I 
think they should be increased reasonably slowly and let this industry 
absorb them the best it can without any great shock to it, without 
setting us back. That is what I think. 

Mr. Downy. Would you say that 50 percent of the cost of moving 
magazines from the mailer to the recipients would be fair for the 
publishers to pay ? 

Mr. Merepirn. If you could find out what that costs 

Mr. Downy. I don’t care what the cost is. Would it be fair for them 
to pay 50 percent of it, whatever it is? 

Mr. Merepiru. Yes, I should think it would. 

Mr. Downy. Let’s say in the event second-class mail is now paying 
20 percent of the cost, what sort of steps do you feel would be fair 
and equitable and could be absorbed to raise it up to 50 percent ? 

Mr. Merepiru. I think, again, some reasonable percentage, making 
it over a period. You would want 20 percent increase over the 30, 
isn’t that correct ? 

Mr. Dowpy. Let’s say that my hypothesis is that second-class mail, 
if it is paying 20 percent of its way now and you want to raise it to 
where it pays 50 percent of its way 

Mr. Merepiru. That is 30 percent. I would suggest something as 
a reasonable figure of 5 and 5, 10 and 10, something like that. 

Mr. Dowpy. Would you think a 10 percent rise per year on the orig- 
inal until it hit 50 percent would be a fair way to arrive at it? 

Mr. Merepiru. I would prefer for general objective reasons, I be- 
lieve, to see it less than 10 and 10. That is not only for just our selfish 
interests, but for broader interests. 

Mr. Dowpy. If it is much less than 10 per cent it would take 10 to 15 
years to get it up to pay 50 percent of its way. 

Mr. Merepirn. You are adding 30 percent to the present rate. 

Mr. Downy. No,no. It is paying 20 percent of its way and we have 
agreed we should get it up to 50 percent. 

Mr. Merepirn. I understand now. 

Mr. Downy. If you had a 5 percent a year raise it would take a num- 
ber of years before it would ever get up to what our policy states would 
be a fair rate for it to pay. 

Mr. Mereprru. All I can answer you any further is that I hope 
for selfish reasons and broader reasons that the rate increases will be 
modest and give the industry time to figure out how to handle them 
without giving the industry a setback. 

Mr. Dowpy. How much is the postage on one of your Better Homes 
and Gardens magazines; the average postage / 

Mr. Mereprru. I would take a guess in the dark here. ‘The zone 
rates make a lot of difference. 

Mr. Downy. I am talking about an average. 

Mr. MerepitH. I think around 6 cents. 

Mr. Downy. And there are 12 issues a year? 
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Mr. Mereviru. That is right. Don’t hold me to that 6 cents, please. 
I am guessing on that. 

Mr. Downy. I understand that. Then if I am correct a 10-percent 
raise would cost you 7.2 cents a year. 

Mr. Merepirn., 7.2. 

Mr. Downy. That is what your increase would be if you had a 10- 
percent increase. Seven cents a year is what a 10-percent increase 
would cost you on 1 magazine. 

Mr. Mereprru. That is about right. 

Mr. Dowpy. How much is your subse ription price for Better Homes 
and Gardens? 

Mr. Merepirn. $5 for 3 years is the basic price. 

Mr. Dowpy. That would be about 2114 cents for 3 years in additional 
postage. What does a full-page : advertisement in Better Homes and 
Gardens bring? 

Mr. Merepirm. About $19,500 for a full color page. 

The Cuarman. Is that just 1 page, $19,500? 

Mr. Mereprrn. That isaspread. I beg your pardon. 

Mr. Dowpy. A double page. 

Mr. Merepirn. That is a spread figure.1 quoted. Tt is $8,500 for a 
single page. 

Mr. Dowpy. I believe that is all. 

The Cuarrman. Mr. Tunulty. 

Mr. Tumuury. Mr. Witness, I notice that in your testimony you say 
that postage rates have alre: udy increased out of proportion to other 
costs. You say that on page 7 ‘of your testimony. Do I take it from 
that. that your position is that there should be no increase at all ? 

Mr. Merepvrru. No, that is not my position. I was just pointing 
out that in spite of inflation, increased labor cost, and increased mate- 
rial costs, and in spite of the things which are done in the way of more 
eflicient machinery—if we stood still over the last 10 years we would 
be out of business, I assure you. In spite of our best efforts to gain 
efficiency, and so forth, that is the best we have been able to do with 
the rate increases. I don’t know that that proves anything much except 
that in the matter of delivering the magazine from printer to sub- 
scriber that increase has been greater than our cost of getting the 
thing ready to send it. 

Mr. Tumutry. As I gather it, in the event the proposed increases or 
some other increase, whether more or less than the proposed increases, 
are made effective, your testimony is that you cannot pass that cost on 
to the person who serves your magazine and to the advertiser who uses 
the magazine without injuring the circulation of the magazine. 

Mr. Merevrru. That is right. 

Mr. Tumuvry. Would you agree with me on this idea of subsidy? 
Who is being subsidized, w ould you say, by these rates? Is it you or 
the person to whom you deliver the magazine? You do perform a 
service for that person, don’t you? You have about 4,500,000 monthly 
who get Better Homes and Gardens. 

Mr. Merepirnu. Yes. 

Mr. Tumvury. From your experience, to raise the cost of that maga- 
zine to them would involve losing subscriptions, would it not, taking 
away from them the information and benefit? 
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Mr. Mereviru. I mention in there just one test. We added 36 cents 
to the subscription price and got one- third as many returns out of it, 
a peculiar psychological result. 

Mr. Tumutry. In other words, if we take the concept of subsidy 
which has been used, the Daily Worker, the Communist paper, takes 
advantage of the second-class rates. It goes through the mail. It 
would not be your position that we are subsidizing the Daily Worker, 
would it, because they get the mail subsidy as everyone else « does ? 

Mr. Merepiru. Would it be my opinion you are subsidizing it? 

Mr. Tumutry. Yes. The mere fact that someone uses second-class 
mail and that the Post Office suffers a deficit thereby does not neces- 
sarily mean that the Post Office is subsidizing the publisher of the 
material, because otherwise we would have to reach the conclusion that 
the United States Government is subsidizing the Daily Worker. Isn’t 
that logical ¢ 

Mr. Merepiru. Yes, I guess it is. 

Mr. Tumuttry. If we take the position suggested that we must give a 
certain credit to educational value, we would have to credit the Daily 
Worker for trying to destroy our education. That is rather absurd. 
Don’t you agree w ith me on that 4 

Mr. Merepirn. Yes— 

Mr. Creretita. Will the gentleman yield ? 

Mr. Merepirn. The way you have outlined it. 

Mr. Tumutry. Isn’t it one of the essentials of a free democracy 
that we disseminate information from citizen to citizen? 

Mr. Merepiru. I believe it is. 

Mr. Tumuury. Your experience indicates we are not only doing 
that through your magazines, Successful Farming and Better Homes 
and Gardens, but also the service is being performed for the recipient 
of the magazine as well as yourself ? 

Mr. Merepiru. I think it is. 

Mr. Tumutry. Therefore, if we get into this question of subsidy 
which may or may not be so, we then get into the further question of 
what magazines may enter the mails and what may not, if we are going 
into the proposition which has been suggested by direct subsidy to 
education. Isn’t that so? 

Mr. Merepirn. Yes. 

Mr. Tumutty. You would have to bring before the committee per- 
haps the Daily Worker and other publications that they have been 
forced to take, and then maybe you wouldn’t get a subsidy if we had 
to eorfie to that procedure. Wouldn't you agree / 4 

Mr. Merepiru. That isa very, very “difficult problem. 

Mr. Tumutry. I take it from listening to you that your magazines 
not only give pleasure to those who read them, but by virtue of the 
information contained in them a »parently there are millions of people 
who find them worthwhile sd they create taxable wealth, don’t 
they ? 

Mr. Merepirn. Yes, they do. 

Mr. Tumutry. You have no idea how much taxable wealth your 
magazines have created, obviously. 

Mr. Merepirn. I wish I did. 

Mr. Tumutry. So really this subsidy which we have in our minds 
could well be balanced by the amount of taxable wealth brought about 
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through the information contained in your magazine sent out as it 
is throughout the country. 


Mr. Merepiru. That has been the comment that I have used. But 
I don’t know how much it is. ) 

Mr. Tumuttry. We don’t know how much of our foreign-aid money 
has gone to support foreign publications—money that we give to the 
European countries. Do you know how much of that, if any, has gone 
to the support of the publications of foreign countries, in effect to 
help them with their postal service ? 

Mr. Mereprru. I don’t know how much, no. 

Mr. Tumutry. At any rate, if rates became prohibitive you would 
have to discontinue your two magazines? 

Mr. Merepirn. If they were prohibitive we would have to. 

Mr. Tumutry. I know the question answers itself, but I wanted to 
bring the fact out that there is a certain point where the magazine can 


no longer be bought by the average consumer because he can’t afford 
that extra money. 


Mr. Merepiru. That is correct. 

Mr. Tumuury. Can you tell me what effect the rates as proposed 
would have on your circulation? Have you made any attempt to 
ascertain that ? 

Mr. Merepiru. In generality I think they would cut it back. 

Mr. Tumutry. Not only your magazine. I am speaking only of 
worthwhile magazines. I am not speaking of other magazines which 
are purely for pleasure, occult or otherwise. I am speaking of those 
which furnish geography in the right places, if you know what I 
mean. How many of these worthwhile magazines would be cur- 
tailed in the performance of a public function of disseminating infor- 
mation in a free country ? 

Mr. Merepiru. I think I will have to answer you two ways, if I may. 
I think publishers may be forced at a certain point to do more shipping 
of magazines. I don’t know where that point is. But when you in- 
crease the postage rate, it immediately puts pressure on the national 
magazine publisher to find other ways to broaden his shipping of 
magazines and ultimately other ways to distribute them locally. I 
don’t know if that is the effect or not. It has been experimented with. 
If you take it to that seemingly impossible procedure where magazines 
could not ship through the mails, you would not get any postal rates 
on them. Somewhere in that area there is a point of diminishing 
returns where some publishers may go out of business—I am sure some 
may—and others may curtail circulation and at the same time dis- 
tribute through different means. The Lord knows where that point 
is. I don’t pretend to know. I am sure there is such a point. Then 
the effects of the rate increase are nullified. 

Mr. Tumutry. When people subscribe to your magazine and they 
don’t get it, when they miss a copy, I suppose you get very interesting 
letters back, do you not? 

Mr. Merepirn. Thousands of them. ' se 

Mr. Tumvtry. So the recipient does benefit by this, I put it in 
quotes, “subsidy,” so-called. 

Mr. Merepiru. I believe so. 

Mr. Tumcury. The mere fact that the Post Office Department loses 
money on the proposition does not necessarily mean It Is subsidizing 
you. It simply means it is disseminating something which may be 
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worth while to the country as a whole, irrespective of whether it pays 
its way or not. 

Mr. Merepiru. I think that is true. Again I don’t know where the 
point is. I don’t pretend to be an economist. 

Mr. Tumuury. You are willing to have some increase, I take it? 

Mr. Merepiru. Yes. 

Mr. Tumutry. But your proposition is that it may become pro- 
hibitive. Isn’t that the burden of your testimony ¢ 

Mr. Mereprrn. It is exactly. I think there is a point at which you 
diminish the impact of magazines selling, both editorial and adver- 
tising, where you are going to raise fewer income taxes which will 
more than offset the income of the post office. 

Mr. 'Tumutry. May I put it in reverse, if I might, and then I will 
desist. What, in your opinion, would be the effect on the country if 
no magazines were available for dissemination to the people of the 
country ¢ 

Mr. Merepiru. I think it would be a terrible blow to our economy. 

Mr. Tumvury. What about the mental level of the country? We 
would be a country of morons; would we not? 

Mr. Mrrepiru. I think the social and cultural level of the country 
would gradually sink. 

Mr. Tumutry. So recognizing the problem created by the postal 
deficit, we have to consider not merely the fact that you as a pub- 
lisher of magazines are enabled to use the mails fairly voluminously, 
but we must also consider that the withdrawal of that service is not 
only withdrawal of service from you but from the person to whom 
your magazines go. 

Mr. Merepiru. I believe that is an important consideration. 

Mr. Tumutry. I have no further questions. 

The Cuatrman. Further questions? 

Mr. Creretia. Mr. Meredith, from the figures which you have 
quoted here Better Homes & Gardens has a circulation of 4,200,000 
monthly and Successful Farming, 1,300,000. Is that correct! 

Mr. Merepriru. Yes. 

Mr. Creretta. What is the present subse ription price of Better 
Homes & Gardens? 

Mr. Merepiru. $5 for 3 years. 

Mr. Creretia. That is the figure you quoted before, which I I didn’t 
hear, $5 for 3 years. What is “Successful F arming ¢ 

Mr. Mereprru. That is $1.50 a year. 

Mr. Creretia. When was the last increase that you had in the sub- 
scription price for Better Homes & Gardens? 

Mr. Merepiru. 1951. 

Mr. Cretetia. What was it in 1951? 

Mr. Merepirn. It was 1950 or 1951. It was $3.50 for 3 years. 

Mr. Creretia. You raised the price from $3.50 to $5. ¢ 

Mr. Merepiru. Yes. 

Mr. Creretta. What was that raise predicated on? 

Mr. Merepirn. Effort to get some income from circulation, some 
profit on circulation, to offset increasing material and labor costs. 

Mr. Creretia. So for the purpose of increasing your own income 
you raised the price $ $1.50? 
~ Mr. Mrrenrrit. Yes. 
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Mr. Creretta. What was your circulation in 1951 when you were 
getting $3.50 ¢ 

Mr. Merepirn. It was 3,725,000. 

Mr. Creve.ca. So by increasing $1.50 you increased your circula- 
tion by over a million ¢ 

Mr. Mereprru. Our increase hasn't worked out quite as well as you 
might think. 

Mr. Creretita. I am speaking numerically now, the figures that 
you furnished me. In 1951 when your price was $3.50, you say your 
circulation then was what? 

Mr. Merepirn. 3.3 million. 

Mr. Creret.a. You raised your price $1.50 and increased it to 4 
million and a quarter. 

Mr. Merepirnu. Yes. 

Mr. Crerecita. Why didn’t the increase in the rate of your subserip- 
tion at that time have the same direful effect that you predict now, 
that by raising your subscriptions, if you had to because of an increase 
in postal rates, your business will go to pot, as has been testified to 
here before, then many public ations will go out of business ? 

Mr. Merepirn. I can tell you this w ithout any accurate detailed per- 
centages now. Since the increase in that price, our returns from direct 
mail to broad lists of people have been a good deal less, the number 
of orders that we get back from, say, mailing a hundred thousand let- 
ters. Where formerly we might have gotten 234 or 3 percent, we now 
get 1 or 114 percent. The economics of that has not worked out as we 
hoped it would. 

Mr. Crerecia. But the fact is that you do have a larger circulation 
at a higher price than you had previously at a lower price. 

Mr. Merevrri. That is true. The second thing which is involved is 
that we have somewhat a larger market. As you know, this so-called 
suburbia has been growing, the independent ‘homesite of the central 
city. Different organizations compile lists that we may use to reach 
those people. 

Mr. Crerecta. 1 am not so much concerned, Mr. Meredith, with 
the outlet of your product as I am in the increase in your circulation. 
Is your concern, the Meredith Publishing Co., a corporation ? 

Mr. Merepirn. Yes. 

Mr. Crere.ca. Is it a listed security corporation or is it a closed 
corporation 4 

Mr. Merepirn. There is some public stock, but it is not listed. 

Mr. Crere.ia. Is it an over-the-counter security ? 

Mr. Merepiru. Yes. 

Mr. Crerectta. Do you happen to know anything of the fmancial 
structure—I assume you do—of the Meredith Publishing Co.? 

Mr. Merepiru. Do I know anything of the financial structure { 

Mr. Creretta. Yes. Maybe I should exclude the word “any.” I 
suppose you are familiar wtih the financial structure of your corpo- 

ration. 

Mr. Merepirn. Well, with most of it, ves. 

Mr. Creretia. How many shares of stock are outstanding ? 

Mr. Merepitu. 1,200,000. 

Mr. Crerevia. And it is an over-the-counter security. 

Mr. Merepirn. My recollection is a little confused on these figures 
right now, frankly. 
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Mr. Creretia. What isthe current price of it / 

Mr. Merepirn. I don’t know. I think it is around $23 or $24. 

Mr. Creret.a. What was it in 19514 

Mr. Merepirn. I can’t recall the price quotation offhand. 

Mr. Crerecia. That is all. 

The Cuainman. Mr. Johansen. 

Mr. JouHANnseN. I am out of order in the seating arrangement. 1 
will yield to the gentleman from Ohio. 

Mr. Henperson. What would be the effect of this proposed increase 
upon your magazine, Mr. Meredith? Outside of this little folder 
which you handed us, what would be the impact / 

Mr. Merepiru. You asked th: at question this ~~ ning and I think it 
is an excellent one. 1 wished since then that I had an opportunity 
previously to get our percentage increase of our overall operating 
figure. I wished since then I had an opportunity to get that figure 
from home. I have not been there recently. It would have to be a 
guess and it would be inaccurate. I would be happy to get that for 
you. 

Mr. Henperson. Would you get that information for us? I think 
it would be most helpful. 

Mr. Merepirn. I can get it accurately. 

Mr. Henperson. That isthe only question I have. 

(The information appears at pp. 446 and 448.) 

The Cnairman. Mr. Johansen. 

Mr. Jouansen. Mr. Meredith, am I correct in my understanding 
of your answer to Mr. Cretella’s question that in spite of the increase 
in the subscription rate from $3.50 to $5 in 3 years your total subscrip- 
tions have increased ¢ 

Mr. Merepirnu. Yes, that is true. 

Mr. JOHANSEN. She point you are making, as I understand it, is that 
they did not increase at the rate of increase that you anticipated they 
would increase or that you hoped they would ine rease ? 

Mr. Merepiru. That is true. Also we did not add to our gross 
what we had anticipated we would. 

Mr. JoHansen. The subscriptions did not decrease, they increased ¢ 
There was a growth in the volume of subscriptions / 

Mr. Merepiru. Yes, they have increased. 

Mr. Jouansen. During this same period in which you testified that 
there was a cost increase for paper of 14.5 percent and for labor of 

19.6 percent, were there any increases in the advertising rates / 

Mr. Merepiru. Yes, we have had increases. 

Mr. JouanseN. Would you be able to give us any idea of the per- 
centage of increase in advertising rates for a corresponding period 4 

Mr. Merepirn. Is that 1950-55? 

Mr. JoHansen. Yes, sir. 

Mr. Merepiru. I think it stands close to 8 percent. These adver- 
tising rates are based on different circulation levels, 1-to-1 ratio, and 
-to-2 ratio, and 1-to-3 ratio. 

Mr. JOHANSEN. You would have to average them out ? 

Mr. Merepiru. Yes. If you take dollars and say there was a 12- 
percent increase, it would be only a 7 percent increase charged, per- 
haps, for what you were delivering. 

75403—56——30 
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Mr. Jouansen. Has the volume of your advertising lessened since 
the increase in advertising rates? 

Mr. Mereprrit. In 1954 our advertising volume was off about 15 
percent from 1953. In 1955 we did about the same as 1954. This year 
so far we have had about a 4-percent increase. 

Mr. Jouansen. In advertising? 

Mr. Merepirit. So our volume of advertising is up slightly from 
last year but it is below 2 years ago. 

Mr. Jonansen. The point I am trying to lead up to is that no 
member of this committee and no Member of Congress wants to put 
these two excellent publications out of business. 

Mr. Merepirn. I realize that. 

Mr. Jonansen. But the thing that is so disturbing to me is that we 
don’t have of record any indication as to what percentage of your 
total operating costs is involved in terms of your present postage or 
what the increase would be if the increase contemplated in this bill 
were put into effect, and yet we come up here with the same story 
and prediction of the most direful consequences to the business. I 
find it difficult to accept the premise that whereas you have absorbed 
dollarwise far greater cost increases in connection with materials and 
labor, yet when the dollarwise relatively lesser increase is proposed 
we are given a picture of doom and gloom. 

Mr. Mereprrn. Sir, I am going to get you the information you have 
asked for. I have made notes on that. 

Mr. Jonansen. I think it would be very helpful, because we are in 
the position that we don’t want to drive you to the wall, sir. We 
haven't any desire to do that. 

Mr. Merevrrn. I am sure that is true. 

Mr. Jonansen. On the other hand, we think that there ought to 
be some stepping-up of postal rates so the proportion of the cost of 
second-class mail will be somewhere near what it was, say, 20 or 25 
years ago. We feel that there is some obligation to provide the rev- 
enue to take care of the increased cost of the Post Office Department 
just as you have to do the same and have done, both in increases in 
subscriptions and in advertising rates. 

Mr. Merepirx. I will send that information which has been re- 
quested. 

Mr. Rees. You say you get about $19,000 for a double-page ad now 
in your paper; is that right? 

Mr. Mereprrn. Yes. 

Mr. Rees. For one issue? 

Mr. Merepirx. Yes. 

Mr. Rees. Twelve issues in all. How much did you charge in 1950 
for that same advertising? 

Mr, Mereprra. That is again in relation to circulation. 

Mr. Rees. I just wonder how much you charged for it, just in round 
numbers. 

Mr. Mrreprrn. Itisa httle rough. $16,400. 

Mr. Rees. $16,000 as against $19,000. You get $1.50 more for your 
magazine. You increased your subscription rate. See if this is correct 
now. Maybe it isn’t. 

Mr. Mereprrn. When these rates were increased, Mr. Rees, the cir- 


5 
ulation had gone up. 
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Mr. Rees. I was just going to say, the pointing thing 1s that you 
charged more for your magazine, you added $1.50 to the cost of ‘the 
magazine, and you had the rather unusual situation of increasing your 
circulation during those years. I commend you for it, but I thought 
it was a rather interesting picture. 

Mr. MerevirH. We have had a very fortunate time and market, 
frankly. I think this particular kind of home-service magazine—the 
economy of the country has been helpful to us. The population dis- 
tribution has been helpful. The type of life people have chosen to 
live in greater numbers has been helpful. If we enter some sort of re- 
cession, if we have some trouble, I would not want to make any pre- 
dictions. 

Mr. Rees. We would all be in trouble if we had a recession. You 
would not be the only people in trouble then. Some of us would be, too. 

Mr. Merepiru. Not at all. We are better off because of those ele- 
ments, and I am sure there are others who may be hurt worse than we. 
We have been talking about the whole—— 

Mr. Rees. You are speaking only for your own organization. 

Mr. Merepiru. I have been; yes, sir. 

Mr. Rees. I commend you upon your success. You have done well. 

Mr. Merepirx. Thank you. 

Mr. Rees. It is rather interesting to me that you were able to increase 
your circulation at the same time that you increased the cost of your 
subscription and at the same time that you were increasing the cost of 
your advertising. I commend you for your great success that you have 
made. 

Mr. Merepitu. Thank you very much. 

Mr. Rees. I just wonder, in view of all that, about the impact this 
particular bill would have on your particular business. You tell us, I 
believe, that this measure presented here today would work an injury 
on you. I go back to the question I asked before: Just how much of 
the entire cost of your business is involved in this increase in postage / 
Maybe I am wrong. 

Mrs. Sr. Grorer. At that point, I have a letter here which pertains 
to the Scientific American, written by the publisher, Mr. Gerard Piel, 
to Walter D. Fuller, of the Magazine Publishers Association, Inc. 
This letter apparently was written in answer to a letter from Mr. 
Fuller who asked him about a statement that one of the publishers, in 
fact one of the very large publishers, had made to me that they could 
well afford a raise in postal rates. I would like to read this into the 
record at this point, Mr. Chairman, because it answers the question that 
we have been getting at on percentages. 

The Cuareman. All right. 

Mrs. St. Grorce (reading) : 

Deak Mr. FuLier: This is in reply to your letter of February 16 asking 
whether I agree or disagree with the view of the unnamed magazine publisher 
quoted by the Hon. Katherine St. George on the matter of the proposed increase 


in postal rates. 
In the budget of this magazine— 


that is, the Scientific American— 


for the coming year the proposed increase in postal rates would increase expense 
by something less than ene-tenth of 1 percent and would decrease estimated 





462 POSTAL RATE REVISION 


publishing earnings by something a little more than 2% percent. Accordingly, 
I cannot disagree with the second half of that publisher’s statement as quoted 
by Mrs. St. George. 

As to whether the proposed increase is a proper one, that would seem to involve 
questions of merit (e. g., whether the postal service should be self-supporting, 
what fair share should be borne by second-class mail, etc., etc.). When fairly 
determined, it is to be expected that our industry can pay its own postal bill. 

Sincerely vours, 


GERARD PIEL, Publisher. 

The Cuarrman. Any questions ? 

Mrs. Harpen. My questions have been answered, Mr. Chairman. 

Mr. Jouansen. May I raise on more point. In this morning’s testi- 
money we had a $30 million aggregate profits figure thrown onto the 

table. I wonder if in the data you are collecting you would give us 
some information for the same 1950-55 period as to the course of 
events profit-wise so far as your publishing firm is concerned. 

Mr. Mrereprru. You mean for the whole group. 

Mr. Jouansen. For your own. 

Mr. Mrreprrn. For our own. Yes. 

(Theinformation appears at p. +46.) 

Mr. Tumeuvry. Mr. Chairman, I would like to ask one more ques- 
tion, if I may. 

On page 2 of vour testimony you say : 

Certainly some magazines will disappear if they are jolted with large increases 
in postal rates. And other magazines will shrink, because it will be impossible 
to pass additional costs along to the readers in the form of sharp increases iu 
subscription prices. 

I gather from that statement that it is your opinion that in the 
event these proposed raises become effective or raises of a similar or 
higher amount, some magazines will add the cost of the proposed 
raise to the subscription rate to subscribers. 

Mr. Merepiru. They will certainly try to. 

Mr. Tumvunury. I understood you, then. Therefore, the burden of a 
rate increase will not be borne by the magazines in question at all, but 
by the subscribers who will be in effect. paying the postal increase, 
probs ably the very same people who also have to pay the increase on 
first-class matter. So it will be John Q. Taxpayer in effect who will 
be paying the sales tax on this. Isn't that the effect / 

Mr. Merepirnu. If vou are successful in passing the law 

Mr..Tumucvry. In other words, the big ca publisher, if he is big 
enough and bad enough, can pass it right aleng to the consumer, the 
subscriber, with success. 

Mr. Merevirn. Up toa point. 

Mr. Tumuvry. I mean up to a point. The ones who will be hurt 
are probably those who are performing a public service and can't 
afford this extra burden, toa certain extent. 

Mr. Mereprrn. | think that is true. 

Mr. Tumunry. 1 have no further questions. 

The Cuainman. What is your position on the provision of the bill 
providing for an increase in first-class mail ! 

Mr. Mrreprru. My feeling is that first-class mail rates should be 
increased. 

Phe Cuairman. By how much? 

Mr. Mereprrn. Three to four cents, perhaps, perhaps six to seven 
for airmail postage. 
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The Cuarrman. That is what the bill provides. You approve of 
those suggested increases ¢ 

Mr. Mereprri. Yes; I would. 

The Cuarrman. Allright, what about the third-class mail increases / 

Mr. Merepirn. You say how about the third-class mail increases / 
; What is the figure, sir ? 

The CHamman. It raises the bulk mail rate from 114 to 2 cents 
per piece, a 3514-percent increase. 

Mr. Merepiru. I am not trying to dodge a question about what my 
opinion is of this thing, but 1 believe that the Direct Mail Associa 
tion people test ified in this period. 

The CuarrmMan. No; they have not testified yet. 

Mr. Merepiru. They did a year ago, 1 believe. 

The Cuamman. That is right. 

Mr. Merepirit. I think the significance to their industry is best 
answered by them. 

The CHarrmMan. You do not use much third-class mail, then 4 

Mr. Merepiru. We do use some of it, not great quantities. 

The Cuairnman. Both of your magazines have been quite profitable 
over the years, have they not / 

Mr. Merepiru. No, sir. Both of them have not been quite 
profiitable. 

The Cuamman. Has there been an increase in the assets of the 
company over the last 10 vears ¢ 

Mr. Merepirn. Oh, yes. 

The Cuamman. What percentage of increase in the assets? 

Mr. Merepirn. You are talking about 1946, right after the war; 
25 or 30 percent, [ think. 

The Cuamman. How much has it been since 1946? 

Mr. Mereprrit. Twenty-tive or thirty percent, I believe. 

The CHarrMan. Each year? 

Mr. Merepiri. No; not each year. 

The CuarrMAN. Your company is a corporation, you say 

Mr. Merepiri. Yes. 

The Cuairman. How much is the capital stock ? 

Mr. Merepiru. I get mixed up on these stock issues, Mr. Murray. 

The Cuarrman. Is it all common stock? Is there some preferred 
stock ? 

Mr. Merepiri. It is all common stock. 

The Cirarrman. How much is the capital stock, the common stock ¢ 

Mr. Mer EDITH. It is 81.2 million at $5 per value. 

The Cuatrman. How old is your corporation ? 

Mr. Mrerepiru. My father started Successful Farming in 1902. 

The Crrarrman. Were you incorporated then ? 

Mr. Merevirn. Yes. The name was changed later on to Meredith 
Publishing Co. 

The CuatrmMan. How long has the capital stock been $1.2 million? 

Mr. Merepiru. In 1947 we originally sold some stock, and again in 
1953. 

The Cuatrrman. What is the market value of this $5 par stock 
today ? 

Mr. Merepirn. As I said before, I don’t know correctly today. 
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The Cuarrman. You don’t know what stock in your own company 
is worth ? 

Mr. Merepirn. I don’t check on it very often, frankly. 

The Cuatrman. You think it is worth what? 

Mr. Merepiru. I think, the last I recall, 25 or 26, something like 
that. 

The Cuatrman. Is there much stock traded over the counter? It is 
not on the board, of course. 

Mr. Merepiru. Very small trade. 

The Cuarrman. Is it a family corporation or a closed corporation 
or is the stock pretty widely distributed ? 

Mr. Merepirn. Sixty percent of it is owned by what you mean by 
a closed corporation, 40 percent by the public. Of that 60 percent a Jot 
of it is not owned by individuals but is under the control of the group; 
ves. 
~ The Cuarrman. So your stock is now worth 414 to 5 to 1, is that 
right ? 

Mr. Merepiru. Yes; I would say that is right. 

The Cuarrman. What dividends have you been paying for the last 
few years on this $5 par stock share ? 

Mr. Merepirn. In net earnings we paid around from 32 to 40 per- 
cent in dividends. 

The CuairMan. Over what period of years? 

Mr. Merepirn. Since 1946 or 1947. Before that, a lesser percentage. 

The CHarrMan. Since about 1946 or 1947 you have been paying 32 
percent dividend ? 

Mr. Merepirn. I think it would run between 28 and 39 percent, 
somewhere in that area, a larger percentage in the last few years. 

The CuatrmMan. Of course the very low postal rates have added 
greatly to the profits of your company over the years, haven’t they? 
These extremely low postal rates on second-class mail have added 
largely to the profits of your corporation each year. You and your 
stockholders have received the benefit of them, haven’t you? 

Mr. Mereprri. If they were extremely low rates, they made our 
costs lower; ves. 

The Cruarrman. And I say that increased the profits of your 
company. 

Mr. Mereprru. Yes. 

The Cuarrman. In other words, then, the Post Office Department 
was not subsidizing your subscribers but subsidizing your company, 
the owners of it. 

Mr. Merepirn. That is one opinion. We feel that we have also done 
some good, you see, to the consuming public. 

The CratrmMan. 1 am not questioning the value of your publica- 
tions. I think they are very fine magazines. I am just showing you 
that this unusually low second-class rate has added to the profits of 
your concern over the years. You are getting the benefit of it, the 
owners of your company. 

Mr. Mereprrn. From that point of view. Costs which are low 
make greater profits in any industry. That is true. 

The Cnamman. Mr. Dowdy. 

Mr. Downy. I want to clear up something that T didn’t understand. 
You said you had 1.2 million shares, or was that~— 
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Mr. Merepiru. Yes. 

Mr. Dowpy. In other words, you were incorporated for $6 million. 

Mr. Merepirn. Yes. 

Mr. Dowpy. This 28 to 39 percent of net earnings is after taxes; is it? 

Mr. Merepiru. Sir? 

Mr. Dowpy. The 29 to 38 net earnings is after taxes? 

Mr. Merepiru. Oh, no. I didn’t say a figure like that. I believe I 
was asked what percentage of div idends had been paid out. 

Mr. Dowpy. That is right. 

Mr. Merepiru. Out of our net earnings ranging between 28 to 40 
percent of our net earnings have been paid out in dividends. It pays 
a little less than 5 percent. 

Mr. Dowpy. Is that 5 percent on $5 or 5 percent on $25 that it is 
selling for ? 

Mr. Merepiru. Five percent on the price of the stock; yes. 

Mr. Downy. Five percent of $25. 

Mr. Merepiru. Yes. 

Mr. Downy. That is what you pay out each year? 

Mr. Merepirn. No; that is approximately the return on the stock 
today. 

Mr. Dowpy. Let’s see. Five percent of $25 is $2.50, which is 50 
percent of the par value of the stock; is that the dividend you pay each 
year ? 

Mr. Merepirn. $1.40. 

Mr. Dowpy. You pay $1.40 dividend each year? 

Mr. Merepirnu. Yes. 

Mr. Downy. But you earn on each share about $2.50 each year. 

Mr. Merepitu. We do now. 

Mr. Dowpy. That is after you have paid taxes? 

Mr. Mereprru. The dividend ? 

Mr. Downy. The $2.50 is after you have paid taxes. 

Mr. Merepirn. I beg your pardon. I was mixed up on your question. 

Mr. Dowpy. Your operations pay you a profit, and then on that 
profit you have to pay an income tax; don’t you ? 

Mr. Merepirn. Yes; indeed. 

Mr. Dowpy. What I am trying to find out is, is the $2.50 what you 
have left after you pay your income tax ? 

Mr. Merepirn. Just a second. [Witness calculating.] No. The 
$2.50 earnings are before income tax. 

Mr. Dowpy. Then that is before income tax. You are on the 52-per- 
cent rate; are you ? 

Mr. Merepiru. Yes; we have been. 

Mr. Dowpy. If that is true, you don’t have $1.40 left to pay your 
dividend with. 

Mr. Merepiru. Let me get this thing straight now. The $2.50 or 
less than that is after taxes, and the 35- to 40-percent income tax paid 
comes to $1.40 at the end of the year. So the $2.50 is after taxes, and 
about 40 percent of that is $1.45. 

Mr. Dowpy. The $2.50 is after taxes? 

Mr. Merrpirn. Yes. 

Mr. Dowpy. So actually your gross profit before tuxes amounts to 
the $6 million that you are incorporated for 

Mr. Merepirit. Just about. 
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Mr. Downy. Thank you. 

The Cuarrman. What is the surplus of your company? Do you 
have a surplus ¢ 

Mr. Merepirn. Yes; we do. 

The CHamman. How much is that? 

Mr. Merepitu. Sir, I would have to get the last statement to tell 
you. I can’t remember a lot of these statement figures. 

The Cnamman. You are vice president and general manager of a 
big corporation and can’t tell us what your surplus i is in the last finan- 
cial statement ? 

Mr. Merepvirn. Frankly, I can’t memorize one of these financial 
statements. I don’t want to misquote. I may be wrong on it. May I 
send you a financial statement ? 

The Cuamrman. I thought every stockholder, even though he might 
not be vice president, when he had stock in the company, ‘knew some- 
thing about the surplus and undivided profits. Even the smallest 
stockholder has that much interest in it. 

Mr. Merepiri. Frankly, I spend a very great deal of my time trying 
to produce business as a salesman. 

Mr. Rees. And don’t pay much attention to the surplus? 

Mr. Merrpirn. I do pay attention to it and go over the statement. I 
know what they earn. My memory is very poor for the figures. 

The Cuamman. Are there other questions? 

Mr. Cepernerc. Did I understand correctly that your 2 magazimes 
have a profit of 86 million a year? 

Mr. Merepirn. No. 

Mr. Ceprrserc. I just wanted to correct that. 

Mr. Mereptru. No. 

Mr. Cepernerc. What was that $6 million figure ? 

Mr. Downy. That is before taxes. 

Mr. Cepernenrc. Let’s say $3 million after taxes? 

Mr. Merepiru. I think about $2.4 million or $2.3 million. 

Mr. Crpernerc. So you made, then, about 12 percent of the entire 
protit is the magazine industry because in the statement we had this 
morning 

Mr. Mh repITi. No; pardon me. I will have to correct something 
here. Again I can’t give you the breakdown. We publish a number 
of books, service-type books and also have radio and television prop- 
erties. The figures we are talking about are companywide figures, 
overall figures from the book department and broadcast department 
and the two magazines. So you can’t start on these figures as 1 or 2 
magazines and figure the Meredith Publishing Co. figures. 

Mr. Crpernerc. The reason I brought up the question, we had testi- 
mony this morning that the profit for the entire magazine industry is 
about $30 million, and if you have about $2.5 million of it, as you 
said, you are in pretty good shape as far as concerns the rest of the 
industry. 

Mr. Mereprrn. We don’t have $2.5 million on magazines. About 
16 percent of our gross last vear came from broadcasting, and about 
S percent from the sale of books. The figures don’t jibe on magazines 
alo ne. 

Mr Crnrreerc. That is the reason I brought that up. It appeared 
to me if this S30 million figure is correct, which I have a little question 
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about, it seems to me that you are doing better than any one else in 
the industry. 

The CuairmMan. Any other questions ¢ 

Mr. Creretta. Mr. Meredith, I know that you probably feel that you 
came here to voice your interest and concern on this rate-increase 
bill and you didn't think you were going to have to qualify as a tax 
expert, too, but this all ties in together. 1 for one regret that you 
have to answer some of these questions but, as they say in television, 
you asked for it. 

In 1951 when your circulation was 3,750,000 at $3.50 your total gross 
from subscriptions alone was $13,125,000. Am I correct so far? 
3,750,000 circulation is what you testified to before, is that right? 

Mr. Merepirnu. Yes. 

Mr. Creretia. So your total gross income from subscriptions for 
3 years was $13,125,000. You increased your rates in 1951 to $5 and 
increased your subscriptions to 4.4 million. 

Mr. Merepiru. Pardon me, sir. May I ask a question? You are 
multiply ing this out on subscription rates ? 

Mr. Creretia. Yes. 

Mr. Mensperss. About a third of that of course is newsstand. This 
3,750,000 is our published circulation, but all of that is not circulation. 

Mr. Creret.a. I don’t understand. 

Mr. Merepirn. Newsstand is about a third. 

Mr. Dowpy. Will the gentleman yield just a minute ? 

You are going to get confused. You are multiplying for a 3-year 
subscription rate. In other words, it is $3.50 for 3 years. I don’t want 
you to get too far off. That is for a 3-year period, so you are going 
to be getting into lar ger arenes. 

Mr. Crerenva. $13,125,000 for the publication at $3.50 for a 3-year 
period. On the lensed the increase in rate at $5, your total income for 
the 3 years was $21,150,000, making a difference between the two fig- 
ures of $8,025,000. Divide that by 3 would give an increase of over 
$2 million a year. 

[ appreciate that you said some of this is newsstand and some is 
circulation. That you said you based on anticipated increase in busi- 
ness. There were no factors involved in rate increases at that time, 
were there / 

Mr. Merepirn. No factors involved in the circulation. 

Mr. Creretia. In the increase from 1951. 

Mr. Merepiru. The factors involved were that we saw we were 
going to have to get more money out of the circulation in order to 
maintain our competitive position in a healthy position. We haven’t 
got what we anticipated. The cost of bringing in this gross amount of 
money which you add up here has been very much more than we 
thought it would be, and the cost of producing and sending the m: iga- 
zine out is more than we thought it would : So these figures are 
not whole figures. 

Mr. Crerevta. In answer toa question of Mr. Tumulty’ s you brought 
in the phraseology of a sales tax, as I caught it. 

Mr. Tumutvry. I brought that in for the first time, if the gentle- 
man will yield. 

Mr. Crere.ia. Do you pay a sales tax on publications ? 
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Mr. Tumutty. I said the rate passed on to the subscriber would be 


in effect a sales tax. 


of the concern ? 


he owns ? 


Mr. Crerecia. Do you pay a sales tax on your circulation ? 
Mr. Merepiru. No, sir; nota general sales tax. 
Mr. Creretta. You are the vice president. Who is the president 


Mr. Merepiru. Mr. Fred Bowen. 
Mr. Creretia. Do you know how many shares of this corporation 


+ east ae tha tebe 


Mr. Merepiru. He doesn’t own any of them. 
Mr. Crerecia. None at all? 

Mr. Merepirn. No, sir. ; 
Mr. Crerecta. You are the vice president. How many shares do 


you own ¢ 


Mr. Merepirn. I own 168,000. 

Mr. Creretta. Who else of the Meredith family owns stock of the 
Meredith Publishing Co. ? 

Mr. Mrerepiru. My mother owns some. 

Mr. Creretua. How much does she own ? 

Mr. Merepiru. I think it is 76,000 shares now. 

Mr. Creretua. Is she an officeholder ? 

Mr. Merepitrn. No. 

Mr. Crerecia. Isshe a salaried director or officeholder ? 

Mr. Merepirnu. No. 

Mr. Creretia. Does she get the benefit of any bonus or any emolu- 
ments from the Meredith Publishing Co. ? 

Mr. Merepirn. Nota thing. 

Mr. Crerecia. Is there any one else of the Meredith family besides 


you and your mother ? 


Mr. Merepirn. My sister, Mrs. Bowen. 

Mr. Creretta. Is Mr. Fred Bowen your brother-in-law ? 

Mr. Merepiru. Yes. 

Mr. Crerecua. Your sister’s name is what? 

Mr. Merepirn. Mildred Bowen. 

Mr. Creretta. How many shares does she own ? 

Mr. MerepiruH. 168. 

Mr. Crerecia. 168,000? 

Mr. Merepirn. Yes. 

Mr. Crerecia. Is there any other person in the Meredith family who 


owns stock ? 





Mr. Merepiru. No. 

Mr. Creretia. So then you have 168, 168, and 76. The Meredith 
family owns 412.000 shares of this publication, of this concern. Is 
that correct ? 

Mr. Mereprrn. Justa moment. [Witness computing. ] 

Frankly, I cannot get these figures straight right now. These are 
persons We are speaking of, and there are several trusts, small trusts. 
My mother’s is set up as a large trust left from my father’s estate. 
It has a considerable amount of stock in it. My sister and I have 
civen away some in little trusts for children. I can’t give you the 
bre akdown of those now in number of shares. 

Mr. Crereria. You are speaking now in addition to the 412,000 
shares that we just talked about? 
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Mr. Merepiru. Owned by legal entities such as these trusts. 

Mr. Crere.ta. In addition to the 412,000. 

Mr. Merepiru. Yes. | 

Mr. Creretia. You figure that the Meredith family owns 60 percent 
of the oustanding stock of the Meredith Publishing Co., and the general 
public holds 40 percent. Does that still hold true? 

Mr. Merepiru. Sixty percent, yes. 

Mr. Creretta. That is all. 

Mr. Tumutty. Mr. Meredith, the chairman said to you that the 
cheap second-class postal rates were responsible for the profits of 
your corporation. Do you remember that question? 

Mr. Merepitu. Yes. 

Mr. Tumutry. For the same reason, cheap second-class postal rates 
mean the Postal Department is subsidizing the overthrow of our own 
Government because it gives the same privilege to the Daily Worker, 
an arm of the Soviet Union. Isn’t that correct by the same reasoning ¢ 

Mr. MerepirH. It seems so to me. 

Mr, 'Tumuury. You were interrogated about the ownership of your 
corporation and who owns different portions of the stock. You ap- 
pear in opposition, to a certain extent, to the rates. Don’t you agree 
with me that we ought to find out how much the Daily Worker bene- 
fits by this cheap second-class postal rate, who owns it, and what is 
the financial structure? You are loyal to the country, a patriotic 
citizen performing useful service. It seems to me that now we ought 
to get the other beneficiaries of the cheap second-class postal rates 
who are being subsidized and find out who owns that corporation in 
all its ramifications, and we would balance it off for fair, decent citi- 
zens like you. Those people, who apparently are getting benefits, are 
of far greater concern to me than the benefits you are getting. The 
Postmaster General is here. He is a patriotic American, and I know 
he will take steps to bring them before this committee and knock 
them out of this subsidy which they get. 

Mr. Gross. Unfortunately I wasn’t here when this line of question- 
ing started. Can the gentleman from New Jersey tell me what 
prompts this line of questioning and badgering of these witnesses who 
are here as American citizens opposing a rate increase? Can the 
gentleman tell me what started all this? 

Mr. Tumutry. I must confess I don’t know except I think it was 
an endeavor on the part of other members of the committee to find 
out what financial benefit the second-class rate was to the witness. 
I brought in the Daily Worker when I found out it, too, enjoys second- 
class mailing privileges and goes through the mail. When the chair- 
man said to this witness, “Isn’t it a fact that the cheap second-class 
mail helped produce the profits for your corporation?” I figured 
that the second-class mail by the same logic also subsidized the Daily 
Worker, and that is how it came about. 

I personally don’t know why we should intrude into the personal 
business affairs of men who are against the rate, except insofar as it 
relates to the subject at hand. 

Mr. Gross. I heartily agree with the gentleman. I think we ought 
to have the publisher of the Daily Worker here, and we ought to recall 
all the witnesses who have spoken in favor of the bill. When we have 
disposed of the witnesses who are opposed to this bill, I am going to 
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insist that the previosus witnesses be called back to see if we can inter- 
rogate them as to their tax statements and the profits made by their 


concerns, and so on and so forth. I want the record complete, and I 
am going to insist upon it. 


The Cuatreman. I think, Mr. Gross, in his prepared statement Mr. 
Meredith referred to how little the magazines were making. He 
opened up the question himself. First the representative of the asso- 
ciation appeared here this morning and told how little the magazines 
were making and, as I recall it, that they were in a shaky condition. 
They are the ones who brought this question before the committee. 

Mr. Gross. T want the represent: itive of Re pr ub slic Steel back here 
so we can find out how much profit that corporation is making. Per- 
haps they can stand a 500 percent increase in second-class rates and 
take some of the burden from those who can't. 

If Re pub ie Steel is making a good profit, 


some me 


maybe we can devise 
ans for sing li Ing out people of that kind who are making lush 
profits so we can give them more of the burden if these rate increases 
are to be based upon ability to pay and nothing else. 

The Cuarmwan. U nfortunately, the gentlem: an 
entire i ussion. 

Mr. Jouansen. That is most unfortunate, Mr. Chairman. because 
my recollection is that the witnesses that the gentleman, my good 
friend from Iowa, refers to came in here and said they could take 
the increase. Iam not interested in who owns the stock or who person- 
ally profits. Ishare that view with the gentleman. But when a pub- 
lisher comes in here and professes that they are on the verge of and 
are threatened w ith ru nif this postal rate increase is approved, I think 
it is highly pertinent to know the basis on which they make that 
claim. 

Mr. Gross. The gentleman agrees that we 
oe filed with the committee, too / 

Mr. Jonansen. I dik In't say that. The record is clear what I said. 

Mr. Tumuvry. Does the gentleman agree we should have the Daily 
Worker here? 

Mr. Jonuansen. Yes, and apropos of the Daily Worker— 

Mr. + MuULTY. I am not saying that in critic ism. 

Mr. Jouansen. I do want to say to the gentleman that is why I 


didn’t hear the 


ought to have tux 


asked him to yield earlier. You seem to pose the question whether we 
are subsidizing the » publisl sher or the subscriber. I don't think in the 
case of the Daily Ww orker you have a very happy choice. I am not 
interested in subsidizing the subscriber. 

Mr. Tumutry. The fact is if one says logically to this witness here 
that the cheaper second-class mail causes profits, Just as logically we 
can argue that the subsidy of whi ch the Daily Worker avails itself 

aiding the Daily Worker in its objective. which is to overthrow our 


own Government. So we have the abs irdity v of our own Government. 
chroush the second-class mail subsidy. subsidizing an instrument 


desi; ened to overthrow it. I think we ought to discontinue any mailing 
privileges they may have. Be = 
Mr. Jouansen. Let me say to the gentleman I have the same high 
opinion of the Daily W orker that he ! Las, but the pou is irrelevant. 
Mr. Cepersrrc. I want to say, Mr. Chairman, I thin the gentleman 
from New Jersey misspoke himself when he said he hoped the Post- 
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master General will get the Daily Worker before the committee. 
is not the prerogative of the Postmaster General. 
committee. 

Mr. Tumcvtry. I think the Postmaster General has influence with 
the committee. 

Mr. Ceverserc. I think that is right. 

Mr. Downy. Mr. Chairman, I think this committee not long ago, 
last year or the year before, had in mind the possibility of taking from 
the Daily Worker the privileges of second-class mail. It is my under- 
standing that the Attorney General of the United States threw a 
monkey wrench into that. 

Mr. Tumoutty. I don’t know. All I know is if vou are going to tell 
witnesses such as this witness here, because they are objecting to an 
increase in postal rates, that they are being subsidized by cheaper 
mailing privileges, logically you must take the same position with re- 
spect to the Daily W orker because they too are enjoying the privileges. 
It may well be that nothing can be done about it. I wouldn’t neces- 
sarily depend upon the Attorney General completely because the 
Attorneys General have been wrong. I would take them in and 
let the courts decide. I don’t want to prolong the discussion. 

The CratrmMan. I will say for the information of Mr. Tumulty, as 
I recall, Mrs. St. George, you had a bill banning these Communist 
publications from receiving permits to use the mail, second-class per- 
mits. We had the Department of Justice here one day right here in 
this room and I said we could not get the proper cooperation and could 
not get a favorable report on the bill. 

Mr. Tumutry. I can’t help that, Mr. Chairman. I am pointing out 
if you sav to this witness, “Isn’t it a fact that these cheaper second- 
class rates make your profits? by the same logic I have the right to 
conclude that the same subsidies given the Daily Worker promote it 
in its cause to destroy the Government. Ifthe FBI and the Attorney 
General are reluctant to do anything about it, that I can’t help, 
the logic remains the same. 
absurd. 

Mrs. St. Grorce. I quite agree with the gentleman. 
absolutely true. 

Mr. Tumutty. We can’t argue this is necessarily a subsidy to the 
user or the publisher of the magazine. The benefit he derives may not 
necessarily contribute to his profit or not be exclusively the cause of t] 
profit. I am sure if he had a bad magazine it would not sell. There- 
fore, I feel that the use of that example is not completely accurate. 
That is my point. 

The CHarrMan. Mrs. St. George, did you wish to make a statement ? 

Mrs. Sr. Grorcr. I merely wanted to say 1 completely agree with 
the gentleman in that and I have always taken that attitude. I think 
if it is a subsidy for one it is a subsidy for all. I think it is not only 
. shocking thing that the Daily Worker should be subsidized but I 
think it is a very shocking thing that the True Romance and 
others are subsidized. That of course is the gentleman’s position 

The CuatrMan. Thank you, Mr. Meredith. 


The last witness is Mr. A. L. Cole, general business manager of the 
Reader’s Digest. 


That 
That is up to the 


but 
It ought to be stopped some way. It is 


I think that is 


few 
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STATEMENT OF A. L. COLE, GENERAL BUSINESS MANAGER, THE 
READER’S DIGEST ASSOCIATION, INC., PLEASANTVILLE, N. Y. 


Mr. Cots. Mr. Chairman, Mrs. St. George, Mrs. Harden, and mem- 
bers of the committee, I will read this statement, if I may, which I 
think will take not over 5 or 6 minutes, and as I go along I will tr 
{o answer the questions I think you are going to ask because I thin 
I have heard them all. Then if any have not been answered I will 
be glad to answer those. 

The Cuatrman. We have had the pleasure of hearing from Mr. Cole 
on several occasions prior to this one. 

Mr. Corr. Thank you. My name is A. L. Cole. I am appearing 
here in the capacity of general business manager of the Reader’s Di- 
gest Association, Inc., of Pleasantville, N. Y., publishers of the Read- 
er’s Digest and the Reader’s Digest condensed books. 

During the year 1955 this company paid $714 million for first, sec- 
ond, third, and fourth class postal service. 

lor the committee's information, of that $714 million, $1,930,000 was 
first-class mail, approximately $2 million. Approximately $2,800,000 
of it was for third-class mail. $1,600,000 of it was for fourth-class 
mail. $1 million of it was second-class mail, the smallest proportion 
of all. 

There is a point which I think applies as far as the Digest is con- 
cerned. Whether it applies to other business I am not prepared to 
say. If we did not buy the first-class postage and the third-class post- 
age, we would not have any second-class postage. If we did not have 
any second-class postage to mail the magazines to subscribers, we 
would not have any book club members, which is where they come 
from, and we would not have $1,600,000 of fourth class. So these 
postal rates are to some degree interrelated and to some extent one 
dependent on the other. At least that is so insofar as we are concerned. 

Juring the year this company paid $715 million for this postal 
service. We could buy that service only from the United States post 
office, to which the Congress has granted a monopoly on the handling 
of mail in this country. 

The Cuarrman. That is not entirely correct, is it, Mr. Cole? 

Mr. Cour. Let me answer that just a minute. There have been a 
lot of questions about that. The Congress granted 

The Cuamman. Nobody has a monopoly except on first-class mail. 

Mr. Corr. Yes, but the granting of the monopoly on the first-class 
mail results in a practical monopoly on all other classes of mail. 

The CHarrman. You can send books and magazines by freight or 
truck or express. 

Mr. Coir. But how can you get anybody to deliver them from house 
to house? The post office is the only institution which can deliver that 
first-class mail where the money is made. If you let private enterprise 
deliver the first-class mail, you will have a lot of people delivering all 
classes of mail. So I think it is fair to say that the Government has 
eranted a monopoly which is absolute on first-class mail and a practical 
monopoly on all other classes of mail. : 

The Ciamman. If you let private capital operate it, you would pay 
a much higher rate. 

Mr. Cour. 1 do not believe so. 

The Cuaimman. You do not believe that ! 
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Mr. Cote. No, sir. 

The CuHarrman. You have had increases in express and railroad 
rates. 

Mr. Cotz. I do not know anything about that. I believe if private 
enterprises operated it I do not believe you would pay more. My 
opinion may be very wrong, but that is it. 

The Cuairman. All rig it. You may proceed. 

Mr. Coz. To show the significance of our $714 million postage bill, 
I give you the amounts we spent for papers and pr rinting, the only other 
costs of producing our magazines and books in the magnitude of the 
cost of postage. The paper bill was about the same as for postage, 
$7,600,000. The printing bill was $4 million. These costs for postage, 

aper ‘and printing are the total for both Reader’s Digest and Reader’s 
Digest condensed books. 

The question has been asked time and time again, what is the per- 
centage of your postal bill to your total volume of busines? Our total 
volume of business roughly, in the United States—and I quote these 
figures in spite of the fact that the Reader’s Digest is a private com- 
pany. These figures are not published, and there is no reason to reveal 
them except as they indicate a relationship here. The gross volume of 
our United States business is approximately $50 million a year. So 
the postage bill is 15 percent of the total. T he second-class bill 

Mr. Rees. Does that include all salaries paid? 

Mr. Cote. It does not have anything to do with salaries. That is 
the income, $50 million. 

Mr. Rees. I beg your pardon. 

Mr. Corr. Income from sales. There are at least 10 companies that 
compete to sell us paper. We buy from six. There are at least 12 
companies that compete for our printing. We buy from four. But 
no one competes for our $714 million of postal service. One organiza- 
tion has a monopoly in that field, and that organization is the United 
States Post Office. It does not have to worry about competition, either 
in connection with prices or in service rendered. 

We are not surprised, nor do we think it improper, for the Post 
Office to petition Congress to increase rates. The Post Office is operat- 
ing at a deficit. Like any other group operating a business or a serv- 
ice, the Post Office would like to show a profit or at least avoid large 
deficits. 

I hope you also do not think it surprising or improper for us, as 
citizens, to ask Congress to consider carefully all the factors involved 
before deciding on the proposed rate increases, rate increases that 
would result in an increase in our annual bill for postage to $91/ 
million a year from the present $714 million. That is a total increase 
of $2 million a year. 

This committee and the Post Office and Civil Service Committee 
of the Senate are the only groups we can go to for protection from a 
monopoly whose service we must have to stay in business, a monopoly 
that now seeks a big increase in the rates that we as customers will 
have to pay. 

The following points I believe are important in considering whether 
the higher rates proposed are justified. 

The Post Office asks for these higher rates to offset a deficit. Has the 
Post Office reached the limit of postal savings through more efficient 
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handling of its $3 billion a year operation? In spite of the good 
record made to date, we believe additional large savings can be made. 
We urge the 

The Cuarrman. Can you enlarge upon that and explain how these 
large additional savings can be made by the Department ? 

Mr. Cote. Ldo not work in the Post Office. 

The Cuamman. You made the statement and I want you to elabo- 
rate on it. 

Mr. Corr. Yes, I will elaborate on it. I think when the present 
administration came in, which was only about 3 years ago, there were 
statements made by various members that this was a nee antiquated, 
antediluvian, waste-ridden operation they ever saw. I do not believe 
that in 3 years’ time—— 

The Chamman. Who made that statement ? 

Mr, Corn. A representative who is now the Deputy Postmaster Gen- 
eral. Is that right? The Deputy Postmaster General. 

Mr. Arruvur E. SumMerrtevp (Postmaster General). I do not recall 
that. 

Mr. Coir. Mr. Stans did not make that before the Appropriations 
Committee ¢ 

Mr. SummMenrre.p. He made part of it but I do not recall that 
verbiage. 

Mr. Coir. I do not think I misquoted it. I think it is in the record. 

Mr. SumMerrrecp. He asked a question. May I answer it? I 
do not want to be out of order, because I am a guest of the committee 
and Lappreciate being here. 

The Cramman. Proceed. 

Mr. Core. I say that in my opinion. I have been i and out of the 
post offices. We buy $71.4 million worth of the service. In my opinion 
there are opportunities for further savings of money in the Post Of- 
fice. I think that is a matter for this committee to determine. I 
doubt very much that with a $3 billion operation all of the savings 
through improved efficiency have already been accomplished. I do 
not believe anybody in the Post Office De partment would say so. 

The Caamman. How much do you think is the total operating cost 
consisting of salaries alone ? 

Mr. Corr. Certainly they consist of salaries 

Phe CramMan. How much 

Mr, C our. I do not know. I heard the figure, that 80 percent of it is 
salaries and railroad charges, approximately that. 

Mr. ScMMERFIFLD. Salaries. 

Mr. Corr. In our operation at the Reader's Digest where we do 
kind of postal work in the handling of millions of subscriptions, 

ery large proportion, about as large in that area of the business, is 
salaries, ‘but over the vears for 30 years now, we have not had an in- 


‘ease 1n the price of our magazine ana Improved proceaures ahd re- 


! l 
ced costs and ethciencies of operation have resuited in savings. We 
v , a sn » o 5 
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seep them emploved even thor ugh the man-hours er work have in- 


eased. To say that because something is all salaries you cannot r 
expenses. In Mv opinion, Which may be wrong, does not mean that 

re is no opportunity for savings 
The Crammax. Do vou want to reduce the salaries of the posta! 
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Mr. Cotz. No, I do not want to reduce the salaries and I do not want 
to reduce the number of people. The Post Oflice volume is growing 
constantly. There is opportunity for improved procedures and I think 
the best evidence of that is the statement of the people in the Post 
Office themselves. 

We urge that the Congress insist on continued efforts to reduce the 
costs of operating the postal establishment. A 10 percent reduction 
in current costs would reduce the deficit by about $300 million a year. 
[t is reasonable to believe that the Post Office is the one best place to 
go for a reliable judgment on the extent to which its own expenses 

can be reduced? Period investigations and continuous pressure from 
Congress will be necessary to keep the expenses of the Post Office as 
low as they always should be. When there is no competition some- 
thing else must exert pressure if costs of any large business or service 
are to be kept down. 

[ repeat that that is in relation to the Post Office’s plea for higher 

mien because they do not get enough income to cover their costs, and 

ask, has the limit of cost ; reduction been ae thed? I do not make a 
ee that it can be reduced by 10 percent. I do not know. I think 
I could make a general claim that the limit has not been reached and 
cite the authority of the Post Office administration staff. 

The Post Office asks for higher rates because its costs have gone up 
due to inflation since the end of World War Il. ‘Then the Post Office 
had a balanced budget. The Post Office has often called attention to 
the fact that rate increases since the date when their budget was bal- 
anced have not kept pace with the inflation in their costs and in costs 
generally. 

This is true, and no doubt some increases in postal rates are justified 
on that score. Consumer price index is up about 50 percent—I think 
it is 48.9—since 1945. There was no postal deficit then. Should postal 
rates now be up 50 percent above those of 1945 7 

If they were, the Post Office would have a large surplus. Curieaty 
it is not necessary to increase postal rates as much as consumer price 
have increased. That is so because the volume of mail handled by the 
Post Office has increased steadily and the Post Office is the kind of an 
operation where larger volume results in lower unit costs. 

A continuously increasing volume has en: ab led the Reader’s Digest 
to publish with no increase in its price for over 30 years. 

If a 50 percent increase in postal rates since 1945 is not necessary 
to produce a budget close to balance, how much, if any, increase is 
necessary ? 

Let us first see how much postal rates have increased since 1945, 
when the Post Office had a balanced budget. 

First-class rates have had no increase except in post cards. Second- 
class rates have had a 30 percent increase. Third-class rates have had 
un increase between 35 and 50 percent, depending on how you figure 
the minimum charge and the per pound charge. Fourth-class rates, 
| say here about 100 percent. I think it is more than that. 

With the proposed rate increases all first-class mail rates would be 
up about 35 percent from 1945, second-class rates up 69 percent, third- 
class rates between 65 and 80 percent, and fourth-class rates at 100 
percent plus the proposed increase on books. 

We think the increases in all except first-class mail are too great. 
We ask the Congress to consider our reasons for thinking they are. 
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Consumer prices have increased only 50 percent since the Post 
Office budget was balanced. ‘The record shows that Post Office rates 
need not go up as much as the consumer price index has to maintain a 
balanced budget because of increased volume of mail. Why, then, 
is it fair to raise the rate of any class of mail more than the 50 percent 
above the 1945 rates ¢ 

Second, the Post Office budget should never be balanced, in fairness 
to those who must buy postal services. It should never be called a 
deficit. There are many Government services that are built into the 
Post Office structure that should not be paid for by the users of the 
mails, particularly by the buyers of postal delivery services only, 
which is what we buy, and the buyers of postal service in large volume. 
These services should be paid for by the taxpayers or perhaps by the 
users of postal service who benefit most from them. They include 
the loss on rural delivery which was established under a policy that 
involved a recognized loss, and the cost of maintaining more than 
40,000—TI think it is 38,800 now—post offices for the convenience of the 
individual citizen rather than for the economical delivery of the mail. 

Third. national vovernmental policy for almost 100 years has been 
to consider that it is in the public interest for all classes of the public 
to be able to have newspapers and magazines at low prices because 
of the contribution rendered to the area of communication of ideas 
and the area of continuing professional and law education. Con- 
gress could easily reverse that policy without meaning to do so 
by approving requests from the Post Office for a continuous series 
of rate increases—30 percent in the last 3 years, 30 percent more 
in the next 2 years, and the Lord knows how much more after 
that. If the Congress raises the postal rates enough, it can be sure 
that by so doing it will curtail to some degree the useful service which 
periodic al literature renders the citizens of the country. I can be sure 
that it will force at least some of the smaller publications now being 
published out of business, and it could easily force revolutionary 
changes in the present price of the magazine industry. A revolution- 
ary change from the basis on which the magazine industry was founded 
and has developed, a basis which assumes that it is the national policy 
to keep post: al rates for periodicals low. 

The change would result in fewer publications at higher prices, with 
fewer people able to have them. Only a few very large publications 
would be molding public opinion, instead of the 25,000 publications of 
all sizes that are doing so now. 

May I use the Reader’s Digest again as a specific example? We 
would have to produce $2 million a year more for the United States 
Post Office if the postal rates proposed in H. R. 9228 are put into effect. 
Where would it come from ? 

Except for 1955, Reader’s Digest profits—these are United States 
profits—have been less than $2 million a year for the past 5 years. 

The Ciaran. What about the year 1955! 

Mr. Cotr. The earnings are larger than that. but wait just a mit 
ute. Let me finish, will you, Mr. Chairman / 

The Cramman. All right, sir, 

Mr. Corr. Would we pay 52 million 2 vear more to the Post Off 
out of profits! Of course not. 
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I want to say that I am not saying to this committee that the 
Reader’s Digest is making an appeal on the basis of poverty or on the 
basis of inability to pay these rates. 

The Cramrman. Not at all, because we understand that your maga 
zine is probably the most profitable of all magazines being published 
today. 

Mr. Coir. That is not right. 

The CHAIRMAN. All right. 

Mr. Corr. I wish it were so, but it is not. 

The Cuarrman. You do not care to state what your profits were in 
1955 ¢ 

Mr. Core. I do not, no, sir. 

The Cuarrman. W hy ¢ 

Mr. Cote. I say we are making no appeal here that we cannot afford 
to pay any postal rates that this committee enacts into law. 

The Cuatrman. Do you think it is fair for this committee for you 
to make a statement like this: “Except for 1955, Reader’s Digest 
profits heme been less than $2 million for the past 5 years.” Is it fair 
not to give us the profits for the year 1955 as you did for these other 
years ¢ 

Mr. Core. I tell you, if I gave you the figure for the year 1955, you 
would be quite shocked and I did not want to give it to vou because it 
is not in the profit area at all. It is in the loss area. 

The Coarrman. All right. 

Mr. Core. There is no reason why I should quote these figures. We 
are not a public company. I am making no appeal here on the basis of 
inability to pay the rates charged. I do say that in view of the fact 
that the earnings have been, for a period of time, which is recent, at a 
level where a $2 million increase in postage is substantial, you can be 
sure that we would pass that $2 million on to the buyers of our maga- 
zine, and they would pay for it with or without a reduction in volume. 
I do not know which. 

The Cuairman. Your company is not incorporated, is it ¢ 

Mr. Cote. Yes, it is incorporated. 

The CHatrmMan. It has two stockholders, Mr. and Mrs. Wallace / 

Mr. Coir. We have other stockholders. 

The Cuatrman. They are the principal stockholders ? 

Mr. Corr. They are the principal stockholders. 

The CuHarrMan. Your company pays very, very handsome bonuses 
to its employees, does it not / 

Mr. Cote. Iam very delighted to say that it does. 

The CHatrman. Your company also provides very fine homes and 
gives them to the officials of the company, too ? 

Mr. Core. It never gave me one. It never gave anybody else in the 
company one that I know of. 

The CuarrMan. You never heard of that before ? 

Mr. Corr. No; did you? 

The CuarrMan. Yes. 

Mr. Cote. I would love to have the name. 

The CuatrMan. I have heard not only about the large bonuses your 
company pays, but also about these houses that Mr. and Mrs. Wallace 
built and gave to certain officials of the company. 

Mr. Core. I never heard that. 
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The Cuarrman. Go ahead. 

Mr. Cote. O. K. 

What would we do? We would increase the price of either our 
magazine, our advertising or our books—or all three. May I say one 
word on the books. One of the reasons that we are in the book busi- 
hess Is the same reason that other magazine publishers are in the book 
business and why some of them are in the oil business. That is that over 
the period of the last 10 or 15 years all you have to do is to look at the 
industry figures to see that the percentage of profit in the business has 
been going down. It is a low profit business generally, and it is a 
darned good idea to get some other sources of revenue if you want to 
stay in business. The costs are going up. They are all going up. The 
postal costs are going up, and they have been going up. It is very diffi- 
tee for publishers to pass on the increased prices and get the money 

WUC, 

The taxpayers, the public, would probably have to put up that 
money for the Post Office. But we might not be successful in passing 
on the full load to our readers and advertisers. It is not easy in the 
inagazine business these days to pass on increased prices to the public. 
The Government would lose half of any money not recouped by us 
through higher prices because of lost taxes on profits. We at Reader’s 
Digest would lose the rest. 

Are you surprised that we are not enthusiastic about a proposal 
that we pay $2 million a year more in increased postage? Would you 
be enthusiastic if you were in our shoes? And if you had a sound 
idea for a new successful magazine as the founder and owner of the 
Reader’s Digest had back in 1922, would you be encouraged to go 
ahead if you knew that your postal costs would be completely unpre- 
dictable, except that they would keep on going up? 

A final point. Please, oh, please, do not give the Post Office the 
right to make its own rates. No matter how wise Mr. Summerfield 
may be, no matter how fair he may be, he is the operating head of a 
monopoly granted by the Congress, a monopoly which United States 
citizens must use. Every monopoly has to be regulated, and not by 
itself, 

You can judge for yourself what would happen to the mail users 
if Mr. Summerfield or any other Postmaster General could make his 
own rates. 

For the Reader’s Digest my guess would be that we would have to 
work like beavers to get enough money into our cash drawer to satisfy 
the desire of the Post Office for ever higher and higher rates. 

We would not like to be at the mercy of a single paper manufacturer 
or of a single printer. Please do not let our only source of supply 
for postal service set his own rates. 

We can and do trust the Congress of the United States to protect 
the interests of American citizens against monopoly, whether private 
or governmental. 

For what it is worth, my own opinion is that first-class rates should 
co up. My own opinion is that second- and third-class rates should 
vo up. My own opinion is that they should not go up as much as is 
in the bill. 

The Cramaan. How much should they go up. then # 

Mr. Corr. I think that is a kind of tough question. T think they 

»azht to go up less than in this bill becanse a third increase on first- 
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class mail will cost us from these figures $700,000 or $670,000, and 
a third increase on second-class mail will cost us about half of that 
or $300,000. So when I ae you that I think the first-class rate ought 
to go up and the second-class rate ought to not go up as much, you 
certainly cannot charge me with trying to figure out how we can do 
best by it. I think in view of the diflic vulty of dete rmining what pro- 

portion of the postal costs are really chargeable to other than first- 

class mail, which has been the difficult problem for people in the 
Post Office as well as ev erybody else. At one time the loss was so 
many million dollars, and this year it is estimated to be half of that 
because you put in an adjustme nt figure. There are elements in this 
Post Office which are essentially public service, that the users of the 
mail probably should not pay for. My guess is that those rates which 
are in this bill on second and third class and cert: uinly on fourth class 
are somewhat on the high side. That is the net of my testimony. 

The CHarrman. Mr. Cole, the last time you appeared before this 
committee in connection with postal rates you testified that the cost 
of sending the Reader’s Digest through the mails was half a cent a 
copy. 

Mr. Cote. I think six-tenths of a cent ; was it not 

The CHairmMan (reading) : 


Perhaps you do not realize— 
reading your testimony— 


that approximately 60 percent of all the pieces of second-class mail pay less than 
that, and that the average postage paid for all second-class mail is only six-tenths 
of a cent per, only one-tenth of a cent more than Reader’s Digest pays. 

Mr. Coir. Halfacent. But now it is double that. 

The Ciatrman, As I recall your testimony, you could send three 
copies for a cent and a half. 

Mr. Cotz. That is probably right. It is now double that. 

The CHamman. When you made that statement the Reader’s Di- 
gest was not carrying any advertising; was it? 

Mr. Cote. No. 

The Cuarrman. How long have you been carrying advertising ¢ 

Mr. Cote. We began with the April 1955 issue. We took the ad- 
vertising because we could not keep from losing money on the maga- 
zine without it. 

The CHarrman. How much advertising are you carrying now / 

Mr. Cote. We are carrying about 30 pages a month or 28 pages a 
month. 

The CHarrmMan. Would you mind telling us what your revenue Is 
from that advertising ? 

Mr. Cotx. No, that can be figured out very easily. The rates are 
published, and the pages could be counted. The total advertising 
revenue—— 

The Cuarrman. You are getting considerable revenue from adver 
tising; are you not? 

Mr. Core. You bet your life we are. We are getting 30 pages a 
month times—we are getting about $700,000 a month of advertising 
income. 

The Cuatrman. You say you approve of certain increases in first- 
second-, and third class mail ! 
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Mr. Core. Yes. 

The Cuatrman. How much increase do you approve for second- 
class mail ? 

Mr. Coxe. As I said, I do not think I am in a position to tell you 
that I approve 21 percent or 23 or 18 or 15, because I do not know. 
I think that 69 percent increase on second-class since 1945 is too high. 
I re it to you and the Post Office experts to figure out what it ought 
to be. 

Mr. Rees. Of course, it could be possible that the 1945 rate could 
have been a little low. 

Mr. Cote. That could be. For your information, I have some fig- 
ures here, again to answer some of these questions that I have heard 
other people asked. Since 1945 the printing costs of the Reader’s 
Digest, in terms of per million pages printed, which is the proper way 
to figure the cost increase, is up 1814 percent. The second-class post- 
age is up 30 percent, and if this rate goes into effect it will be 69 
percent. 

Mr. JoHANseN. Since when was that? 

Mr. Coir. 1945 up to 1955. The paper costs during the same period, 
the figure I have for paper costs goes back to 1946, is on the basis of 
53.1 percent above 1946; 1945 was approximately the same figure. So 
if you take the major items which in our business are postage, paper, 
and printing, paper is up 53 percent, printing is up 18 percent, and 
second-class postage, which is not a vital factor in our business, is up 
30 percent. 

Mr. Rees. Second class? 

Mr. Corr. Second class. 

Mr. Rers. What is the percentage share of postage to your total 
cost ? 

Mr. Coir. Fifteen percent. Of our total cost? 

Mr. Rees. Total cost, everything you spend. 

Mr. Core. Our total revenue is $50 million. You will have the profit 
figure here any minute now. 

Mrs. St. Grorer. Be careful. 

Mr. Coir. Yes. The profit on our operation the last 5 years never 
averaged as much as 3 percent net after taxes. So you take 6 percent 
before taxes off of $50 million and you have it down to what? $47 
million. Take $7%4 million out of $47 million and you have got some- 
where around 18 or 19 percent. 

Mr. Rees. Let us do it another way. The total amount of expendi- 
tures of the Reader’s Digest, everything you spend, salaries, all the 
costs. 

Mr. Coir. All the articles we buy from Bill White and everybody 
else. 

Mr. Rees. Whether it is $100 million or whatever it is, what share 
of that total amount goes for postage ? 

Mr. Corr. I said about 18 percent. 

Mr. Rees. Of everything, including salaries and other costs? 

Mr. Corr. Sure, that is the total costs. 18 percent goes to postage. 
This is a darned big percentage. 

Mr. Rers. Then you would go along that if this committee agrees 
that the second-class rates do not pay their way as they should, you 
would go along with some increase ¢ 
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Mr. Coxe. Surely, I have a lot of sympathy for the point of view 
which has been expressed here that it would be very nice for the pub- 
lishing business and be much more important to a lot of the smaller 
publications than even we—and I might add for this committee’s in- 
formation for whatever it is worth, that one of the reasons that we can 
operate the business as we do in the United States is that we have 
27 editions of the Digest in 12 languages abroad which do well, and 
that makes it possible for us to operate here as we do at a relatively 
small percentage of profit, plus the fact that the profits go to a com- 
paratively few people who are pretty interested in expanding the use- 
fulness of the business. They may be wrong about it, but that is their 
point of view. 

Mr. Rees. You are one of those who would not want the Federal 
Government to subsidize your business? 

Mr. Corr. No. I do not think the Federal Government ever sub- 
sidizes any publication. They subsidize the people who get those pub- 
lications. 

Mr. Rees. Well, subsidize the people ? 

Mr. Cote. Any time the Government raises the postal rates enough 
so that it covers whatever the postage is estimated to be on a cost 
basis, either the publishers would go out of business or the public 
would pay them. That is not a very complicated statement because 
it is as simple as a, b, c, that nobody is going to stay in business very 
long if they cannot get their money back. They would run out of 
money. 

Mr. Rees. That is right. You would not want to get in the shape 
that money comes out of the Federal Treasury directly to pay salaries 
of any concern ? 

Mr. Coir. You can say when the Federal Government subsidizes a 
group of people receiving magazines to the point where that industry 
is making a proportion of profit in relation to its gross which com- 
pares favorably with other industries, then I think you ought to 
worry about the fact that you are subsidizing those industries. But 
when you have a very low-profit business, relatively, compared to other 
industries and one which has been declining for several years, I do 
not think that you need to worry about the subsidy except in terms 
of the general public for whom you are making it possible to have 
magazines and newspapers, and making it possible for them to have 
newspapers free in the county. You do not have any plan to raise 
that at all. You have religious, scientific, and educational publica- 
tions. You have publications like the National Geographic which is 
on a nonprofit basis. There is no plan to raise those rates, which I 
agree with fully. But all those things are built into the post-office 
operation, and they are part of the cost. Therefore, when you come 
to pick these figures of 22 percent of the cost or whatever the figure 
is, It is not quite as exact as that. 

Mr. Rees. Then you would go along with the President when he 
said a few weeks ago, “It seems to me almost that self-respect demands 
a raise in postal rates.” You go along with that; do you not? 

Mr. Coxe. Sure. I think this matter of self-respect is one of the 
things, however, that we have been faced with. As long as I have 
been in the publishing business you have to come down here to hear- 
ings every few years because I guess it is self-respect that is involved. 
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If you do not come, you would pay through the nose, I suppose, unless 
we came down and gave everybody here all the information that we 
had which bore on our point of view, because oftentimes it is a little 
bit different from that of the Post Office. 

Mr. Rees. I do not like your term, “Pay through the nose.” Nobody 
has to do that. 

Mr. Coxe. I do not mean it that way. I mean we would have paid 
a lot more. 

The CHairman. Mr. Cole, you have advocated an increase in the 
first-class mail from 3 to 5 cents; have you not ? 

Mr. Coir. I do not think I ever did that; did I? 

The CuatrMan. Do you not remember when you came down and 
made a special trip to Washington to have a conference with Senator 
McKellar, and advocated 5 cents? You do not remember that / 

Mr. Coir. No; I do not. 

‘The CHatmrMan. You remember the conference you had with Sena- 
tor McKellar and myself ? 

Mr. CoLr. Very well. 

The Caiman. What was the purpose of it ? 

Mr. Coir. To make the point that first-class rates ought to be 
increased. 

The Cuairman. That is right. You told us then that the way to 
wipe out this deficit was to go ahead and increase first-class mail 
from 3 to 5 cents, and that is all y you have to do. 

Mr. Corr. I am sorry, but I do not remember that I said 5 cents. 
If that is what I said, and you remember it, I accept your statement. 

The Cuairman. You certainly have a faulty memory. I will say 
that to you. 

Mr. Coie. Maybe I have. 

The CHairMan. I was never more sure of anything in my life than 
what you said in that conference. I know what you said. I did not 
ask you to come down here. You arranged for the oer 

Mr. Corr. I know that, sir. 

The CHairman. All right. 

Are there any other questions ? 

Mr. Creretia. Mr. Cole, I am not going to ask you too many ques- 
tions. Mr. Cole, incidentally, is a brother “Nutmegger.” He is from 
Connecticut, but not from my district. 

You said something about foreign publications, Mr. Cole. Are 
those published in the United States ¢ 

Mr. Coir. No, sir; they are not. 

Mr. Crere.ia. Are they different legal entities in foreign countries? 

Mr. Corr. Yes; but they are w holly owned subsidiaries of the 
Reader's Digest in the United States, but they are all individual en- 
tities in each countr y in which they are published. 

Mr. CRreretwa. When you quoted this figure of $50 million as the 
gross business, did you include foreign business ? 

Mr. Cour. I didnot. That is the United States business. 

Mr. Crerectita. How much is the foreign business? Are you pre- 
pared to quote that figure ? 

Mr. Coir. I think about $30 million altogether. 

Mr. Crerei.a. In foreign countries do you also use the same tech- 
nique or the same business practice of mailing ¢ 
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Mr. Cote. Exactly. 

Mr. Creretia. What is the mailing charge in foreign countries 
as compared to our country 

Mr. Corr. It varies greatly. It is lower in Canada than it is here. 
It is higher in England than it is here, and higher in France. 

Mr. Creretia. How much higher in England ? 

Mr. Corz. I do not remember exactly “the figures in each of these 
countries, I know it is higher in England. In Mexico I think it is 
free within Mexico, Thi at is, the public ations which are mailed in 
Mexico in Spanish to all countries in Latin America, = postage is 
free. I think that is correct. It was a year or two ago. I do not keep 
in intimate touch with the operations of the foreign ‘editions, but that 
is about it. 

I would say in general, that the second-class rates outside of the 
United States in general are considerably higher than they are in 
this country, but T will also say that this country is almost the only 
country in ‘the world with what might be called affective periodical 
press in terms of magazines. 

Mr. Creret.a, From the standpoint of at least the magazine mail- 
ing costs, they are higher in practically every country with the excep- 
tion 

Mr. Corr. In second class rates; overall they are higher. 

Mr. Crerecia. Your circulation in foreign countries is similarly 
by second-class mail ? 

Mr. Coir. Yes. The proportion is about the same as it is here. 

Mr. Creretia. That is all the questions I have. 

Mr. Ceperserc. Mr. Chairman, I am a little concerned about some 
of these remarks and some of these statements regarding the per- 
sonnel of the Post Office Department. For instance, there are certain 
inferences in this statement— 





Please, oh please, do not give the Post Office the right to make its own rates. 
You can judge for yourself what would happen to the mail users. 

In other words, something is going to happen to the mail users if 
Mr. Summerfield or any other Postmaster General could make his own 
rates. I think this applies to past Postmasters General and this 
administration. 

Mr. Corx. I do, too. 

Mr. Crperserc. These gentlemen are here to do a public service. 

Mr. Cote. That is right. 

Mr. Creperserc. The men who are working for them are here at 
personal sacrifice. 

Mr. Cour. That is correct. 

Mr. Ceperserc. They do not work on commissions. 

Mr. Cote. That is right. 

Mr. Creperserc. Nobody has ever indicated, that I can think of, 
that we should let the Post Office Department set its own rates. That 
is not valid, anyway, because you know we are not going to do that. 

Mr. Coxe. I donot think you are, either. 

Mr. Crepersera. Why did you put that in the statement ? 

Mr. Corr. Because that is in the bill. 

Mr. Ceperserc. It is not in the bill. 

Mr. Coir. The bill clause, title IT, which sets up a commission which 
in my judgment would result, so far as practical operation is con- 
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cerned, in the post office setting its own rates. The post office would 
appoint the people who would be on the commission, and while there 
are some safeguards set up in there, in my opinion, in practice it would 
result in their setting their own rates. 

In answer to your question about the slur on the people in the post 
office, one, no slur is intended. I recognize that they are here to do 
a job at a sacrifice to themselves, but any right to make rates by a 
monopoly without control carries with it an inherent risk to the users 
of the service in my opinion. 

Mr. Creperserc. In the first place I do not think that is intended by 
this rate commission. Secondly, regarding the fourth class rate, as 
you know the Postmaster General is required by law, when the fourth 
class rates do not pay their own way, to go to the ICC. 

Mr. Corx. And they have gone up to beat the band. 

Mr. Ceperserc. He is required to by law, a law written by this 
Congress. 

Mr. Corr. A lot of people who are users of fourth class rates—and 
I might say so far as I am concerned I do not care about fourth class 
rates. We pay $1,600,000 for them, but I do not care what you do 
with them, be ‘ause our fourth class rates apply only to the sales of 
books and the postage is paid for by the consumer and is not paid 


for by us. If you raise the rates I am confident that we could get that 
money out of the consumer. 


It is a different thing. 

Mr. Creperserc. I want to say as a member of this committee and 
of Congress that I find that the people in the Post Office Department 
from the Postmaster General down to the rural carrier, the fourth- 
class postmaster and everyone of them, are interested in doing the 
best kind of a job that they can in providing efficient mail service for 
the citizens of the United States. 

Mr. Corr. I am sure you are right. 

Mr. Creperserc. I think that is the only mission they have. 

Mr. Corr. I am sure you are right. 

Mr. Crperserc. So. I resent some of these particular statements. 

Just one other thing. You say you pay 1.2 cents for each Readers 
Digest you send out ? 

Mr. Corr. Yes, approximately that. 

Mr. Ceperserc. You indicate that a reasonable percentage increase 
over that would not cost you too much ? 

Mr. Core. That is right. 

Mr. Ceperserc. You recognize also that in setting this low rate the 
Congress has already taken recognition of the public service that is 
provided by your publication as well as others? 

Mr. Cote. I agree. 

Mr. Ceperrerc. As an example, to the degree that the Congress has 
recognized that, I received an advance copy of the April issue of 
your publication from Dayton, Ohio, calling my attention to the ad- 
vertisement of the Association of American Railroads. It was sent 
first class, and the postage on it was 21 cents. All of the other April 
issues that you are going to send out to your subscribers will go for 


1.2 cents. Do you not think that is quite a recognition of public 
Tira e 
service ¢ 
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Mr. Core. Yes, but I do not think it is to that degree, do you ! 

Mr. Ceperserc. No; I realize you cannot draw an exact parallel. 

Mr. Coxe. If we paid 21 cents for each one mailed by second 
class 

Mr. Ceprerserc. Obviously you had a different mission in mind 
whatever. 

Mr. Core. I do not think we paid for it. I think the Association of 
American Railroads paid for it. 

Mr. Ceperserc. It came from Dayton, Ohio, at 21 cents. There is 
quite a difference and quite a recognition of the public service. 

Mr. Core. I fully agree with that. I happen to think there should 
be, but that is a question for the Congress and this committee to decide. 
I am prejudiced on the subject. 

Mr. CeperserG. That is all. 

Mr. Jouansen. Mr. Cole, as I understand it you approve in prin- 
ciple some increase in all three classes of rates ? 

Mr. Core. That is right. 

Mr. Jowansen. As I understand your testimony, you do not feel in 
a position to recommend how much of an increase ? 

Mr. Coz. No; I donot think I do. 

Mr. JoHansen. Would you feel free to suggest some of the basic 
factors that you think the committee ought to weigh in determining 
the amount of increase ? 

Mr. Cote. I think, one, you ought to take into consideration that if 
you do raise it 30 percent, that is 69 percent above 1945, and compared 
to the commodity price index which is up about 50 percent, that 69 
percent might be dropped to 50 percent and not be out of line with 
commodity price increases during the same period. 

However, the increase theoretically would not have to equal the 
complete commodity price change because of the factor of volume and 
the reduction of unit cost which comes from larger volume. That 
leaves you below 50 percent. I am not going to argue here that 50 
percent. is right or 48, and I do not think you care what I think 
about that. 

Mr. JoHANSEN. I happen to care. 

Mr. Corr. I mean this committee. Whether I think it ought to be 
48 or 52, no matter how—— 

Mr. Jouansen. I think the committee might very well be interested, 
and I know I am, in the various factors which you think ought to 
influence the decision as to how much of an increase there should be. 

Mr. Corr. I have mentioned that factor, because over the years these 
factors which have to do with public-service have been built into the 
rates for many many years of the relationship between first-class, 
second-class, and third-class rates, there always has been an acceptance 
on the part of this Congress. There has been some attack on it recently, 
but nevertheless, the attack has not been successful. 

There has been a general acceptance of the fact that periodical lit- 
erature does perform a useful service and therefore that class of 
mail has been fitted by a policy. Therefore, if you increase these rates 
as overall price increases have taken effect, and make some adjustment 
for the fact that there can be some additional reductions of expense 
within the PostOffice and your rate structure is built to stimulate those 
expense reductions, I think you get somewhere near the proper figure. 
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Mr. Jouansen. Speaking of the relationship between the various 
classes, would it be your feeling that the percentage of cost for each 
rate that existed in, say, 1932 would be an acceptable figure ? 

Mr. Coie. I would not pick 1932. The Post Office picked it because 
't is the one year, of all, which shows up as a very bad figure for second 

class. 1 would take the entire period from the time there are any 
figuresavailable. However, I would not pick any one year 

Mr. Jouansen. Let me ask one other question. Since you referred 
to existing policy, do I gather from that that you feel that there is 
not a very complex mumbo jumbo of setting some new great policy 
that we have to go through before we can set the new rate increases? 

Mr. Coie. No, I do not think you have to go through any mumbo 
jumbo. I think it would be a darned good idea to write it down and 
restate it, because I think then maybe next year when there may 
he new members of this committee, they would not start all over again 
and say this policy is all changed and we had better take a complete 
new look. 

The publishing business, speaking for the Readers Digest, does not 
like uncertainty so far as the future is concerned any better than any- 
body else does. W e like to be sure what it is going to be, within reason. 

Mr. Joransen. I would like to compliment the w itness for not com- 
ing m here and arguing on the basis of immediate ruin staring him 
in the face. 

Mr. Core. I donot think I have ever done that. 

Mr. Murray may remember that I have, but I do not remember 
that Ihave. You have me scared on this memory. 

Mr. Crerecta. Mr. Cole, how many pamphlets or how many books 
clo you sent out ? 

Mr. Coir. Magazines? 

Mr. Crereina. Yes. 

Mr. Corr. In the United States, we send now about 11.5 million a 
month. 

Mr. Creretta. Do they all come out of Pleasantville? 

Mr. Corr. No. - They all come out of printing plants in Dayton, 
Ohio, and Concord, N. H.; two different pr inting plants. 

Mr. Creretia. Those are the distribution points? 

Mr. Coir. That is right. They are both distribution points. 

Mr. Creretza. Are any of your publications trucked ? 

Mr. Corn. No. 

Mr. Creretia. They are all carried by the mail service ? 

Mr. Coie. That is right. 

Mr. Crepernerc. I would like to say I enjoy your magazine very 
much. I think it is a very high quality magazine and, also, I think 
that the advertising in your magazine is of wood quality. 

Mr. Cour. May I quote you, Mr. Cederber ‘¢? Thank you. 

Mr. Creperserc. I still want to charge you More to send it through 
the mail. 

Mr. Creretta. I would like to get one of those $100 prizes, too. 

Mr. Corr. IT am certainly going to look into these free houses, too. 

Mrs. Sr. Grorcr. I also agree with the last statement of Mr. Ceder- 
berg. lagree with the statement in full. 

Mr. Coir. I know you do, Mrs. St. George. 

Mrs. Sr. Grorar. You have foreign editions which I have seen, and 
they ure very fine, too. Of course you use the post office in all these 
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countries where they make a practice, as you know, of making the 
post office pay its way. You realize that 

Mr. Coir. That is right. They do in Canada. 

Mrs. Sr. Grorce. That does not bother you in the least? 

Mr. Core. No. They do in Canada, and the second-class rate is 
lower than the rate here. 

Mrs. Sr. Grorce. I know, but the first class certainly is not. 

Mr. Coie. Surely, I realize that. 

Mrs. St. Georer. And in England I think it is considerably higher, 
and look at the distances you are traveling in England. They are 
nothing to what you are doing here. 

Mr. Corr. I do not think they have such things as rural free de 
livery ata big loss. I do not think they have that in small countries 
of that kind. 

Mrs. Sr. Georce. I think you are right there. I do not think they 
do. I think it is only the blind that get any special treatment in Eng 
land or any of those countries. Still you are perfectly agreeable to 
paying their rate, and you are able to run the magazine at a good profit 
in those countries. 

Mr. Corr. Yes. I also think it is important that in no country in the 
world, regardless of level of education and regardless of buying 
power, are we able to develop anything like the proportion of circu 
lation in relation to population that we are here, because our prices 
have to be higher, for one thing, because our postal rates are higher. 
It isa brake on circulation. 

We do not have the proportion of circulation anywhere in the world 
that we have here. 

Mr. Crereia. Is the price of the publication in the foreign coun 
tries the same as it is here / 

Mr. Coxe. It varies in all countries, but in practically all countries 
it is higher in relation to the average income of the families in thi 
country than it is here. 

Mr. Creretta. What is it in England, for example ‘ 

Mr. Core. In England it is a shilling and 6 pence, which is roughly 
21 or 22 cents. In Engand the average wage level 

Mrs. St. Grorae. It is less than that now. 

Mr. Cote. I thought it was 14 cents. 

Mrs. Sr. Grorer. About 14. 

Mr. Corr. One and 6 would be 21 cents. The average family icons 
in England, I think, is not much over a third of what it is here. So. 
relatively, our price in England could be said to be comparable to 6” 
cents here instead of a quarter. I do not think that comparison 
quite right. I would put it nearer 50 cents instead of a quar er. 

Mrs. Sr. Grorce. Another thing, Mr. Cole. You brought out thie 
question of your rather strong, I thought, objection to a comission 
setting rates. Of course you also realize that in all these countries 
rates are set by commissions. It is an unheard of thing to have that 
done by a parliament. 

Mr. Cote. I do realize that. 

Mrs. St. Grorce. That applies to Canada also. 

Mr. Core. I thoroughly support the proposal that I heard this 
morning. I symphasize with the problem of any committee here mak 
ing rates ina highly complicated setup of this kind. 
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Mrs. Sr. Grorce. You have been coming down here to my certain 
knowledge for 10 years to testify before this committee. 

Mr. Corr. As you know, I am no longer on the publishers com- 
mittee, and I have high hopes I will turn this job over to somebody 
else pretty soon. A joint committee of the House and Senate with a 
professional or technical staff continuously gathering information for 
the benefit of these committees, it seems to me, makes sense, but you 
folks know more about that than I do. I just do not want to have the 
post office set the rates when there is no other place for the buyers of 
postal — ice to buy it, which is in effect so. 

Mrs. Sr. Grorce. That is very true, but, on the other hand, you set 
your ies too, do you not ¢ 

Mr. Co - r. Yes, but we have plenty of competition, Mrs. St. George. 

Mrs. St. Georcr. You have some competition, it is true. 

Mr. & oe. If we get the rates up a little too high, somebody else 
takes all the business. 

Mrs. Sr. Georce. We cannot even make them pay their way, so you 
cannot even compare it. 

Mr. Downy. What magazine do you consider competition to the 
Reader’s Digest? I did not know there was one. 

Mr. Corr. I certainly would not want to state that here. I do not 
think there is any. 

Mr. Tumutry. I gathered from your testimony, assuming the rates 
are increased, you will increase the cost of your subscription ? 

Mr. Coir. Yes, sir. 

Mr. Tumvvry. Do you have any idea how much the cost will go up, 
the price per copy, approximately ? 

Mr. Coir. There is not very much of any - to go with prices 
in the magazine business, except from 25 to 35. If it is $3 a year now, 
it will be $4. 

Mr. Tumuvry. I think it is fair to assume that most magazines will 
do that ; is that not so? 

Mr. Coir. Sure. 

Mr. Temettry. Take Farmer Jones, for example. lf he were sub- 
scribing to the Farmers Journal, he would have to pay that increased 
subscription ¢ 

Mr. Corr. Surely. 

Mr. Tumvutry. Mama, who was getting Better Gardens, would have 
to pay that? 

Mr. Core. Yes. 

Mr. Tumeutry. And the boy, if he was mature enough to get Esquire, 
would pay more for it? If they had a maid—and I assume they would 
have with the proclaimed prosperity that the other side claim. we 
have—she would be getting Confidential at increased cost? 

Mr. Coir. No doubt. 

Mr. Tumurry. And the girl would be getting a style magazine at 
increased cost. All of those would have to pay increases. When you 
come right down to it, while it appears that you people would be hit 
with this increase in cost, actually the average American family in 
various ways through various magazines will be digging into their 
pockets to pay the inc creased postal rates; is that not so? 

Mr. Corr. Sure it is so, 

Mr. Tumuttry. One could metaphorically describe it as a sales tax. 
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Mr. Core. I think to some extent if you raised the price, I am sure 
the history in the magazine business so far going back for 6 or 7 or 8 
wr 10 years since this inflation has been on, there have been a lot of 
price increases and on the average the price increase has been from 25 
to 35 cents. 

Mr. Tumutry. I assume the same is true. 
newspaper subscriptions. 

Mr. Core. Sure. 

Mr. Tumutry. I assume the average American family today gets 
more than one publication ? 

Mr. Coxe. I think the average is about six; is it not ? 

Mr. Tumutry. When we are considering increasing the rates, we 
increase it on their own individual mail and the increase they must 
pay for the subscription to the six publications they receive. So, when 
the Postmaster General testified before our committee that 


You have to pay more for 


Even at the new rate we are recommending for letter mail, I believe the public 
in general, the first-class postal patron, also the voter, will agree that it will be 
the biggest bargain in America to purchase a 4-cent stamp and to know that a 
l-ounce letter can be handed to your carrier at the door or dropped in the col- 
lection box any place in the United States and be delivered safely and expedi- 
tiously either crosstown or across the United States— 
it is not just the question of the additional penny on that envelope for 
the average American family, but the actual money they will have to 
pay for the first-class mail, newspapers, and for all the periodicals 
that they get, which would make quite a substantial difference to the 
average voter ; would it not ¢ 

Mr. Corr. I would think so, yes. 

Mr. Tumutry. He probably would not be enthusiastic, as the Post- 
master General seems to indicate, about paying extra money for all 
these different magazines. 

Mr. Coir. The taxpayer, the average individual, may not be any 
more enthusiastic than we would be about putting up $2 million more. 
We are not sure we could pass all this on, of course. 

Mr. Tumutry. A lot of their prices are subsidized by the Govern- 
ment in this day and age, are they Ber Oe farming? 

Mr. Cour. Ihave heard there is a 271 6 percent oil depletion al- 
lowance. 

Mr. Tumutry. The word “subsidy” is not a dirty word, is it ? 

Mr. Coie. Not atall. 

Mr. Rees. Not now. 

Mr. Tumutry. If you assume it is a subsidy ? 

Mr. Cote. That is right. 

Mr. Tumutry. You agree with me that the cheaper rates are a service 
to the consumer, the person who receives this information ? 

Mr. Corr. Absolutely. It could only be otherwise if in effect the 
publishing business which receives the so-called subsidy, which it does 
oe get- 

Mr. Tumutry. In other foreign countries we have subsidized them, 
haven’t we, out of our largess, and properly so, to stop communism ? 

Mr. Cote. Surely. 

Mr. Tumutty. We are not asking them to increase their rate to re- 
pay it; are we? 

Mr. Core. I do not think so, no. 
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Mr. Tumutry. Do you agree with me that we ought to go into the 
financial structure of the Daily Worker to see what benefit they get? 

Mr. Coxe. I think you ought to stop sending it through the mails 
if itis sent through the mail. I donot know whether it is or not. I do 
not know whether you can legally do it, but you ought to figure out 
some law to stop it, 1 would think. 

Mr. Tumutry. I thank you, very much. 

Mr. Rees. One question. What you mean to say is that either you 
charge it to the consumer or the taxpayers pay the difference. Is 
that it 

Mr. Coie. That is right. 

Mr. Rees. It comes out of the Federal Treasury / 

Mr. Core. That is right. 

Mr. Rees. One or the other / 

Mr. Coir. That is right. 

Mr. Rees. The consumer, the publisher or the taxpayer / 

Mr. Cote. That is right. 

Mr. JonHansen. I want to be sure I heard you correctly. You said it 
the total postal rate increase proposed in this bill went through, you 
would have to increase your price / 

Mr. Cour. That is right. 

Mr. Jonansen. And that the logical increase would be from 25 to 
30 or 35 cents ¢ 

Mr. Core. 35. Thirty cents is an impractical price for a magazine. 

Mr. JonHansen. It would be an increase to 35. What would be the 
increase averaged out per copy of the Reader's Digest’ I pretty 
nearly said Daily Worker and I apologize for that thought. 

Mr. Corr. Thank you. 

Mr. Jonansen. What would be the average increase in your postal 
cost per copy of the Reader's Digest ‘ 

Mr. Cotr. You mean only if the second class increased ¢ 

Mr. JouHansen. No, if the increases proposed in this bill were put 
into effect, what would they be, averaged out ? 

Mr. Core. If we have, say, 11 million circulation and the overall 
increased cost is $2 million, that is an increase roughly of 20 cents a 
year for the magazine. 

Mr. Jouansen. A year? 

Mr. Corr. That is right. If it 1s $2 million a year, and there are 
11 million copies, a month or for a year—— 

Mr. Jonansen. Your charge for the magazine would be $1.20 a 
year, is that right / 

Mr. Coir. Yes, less commission and less the cost of selling at the 
higher price, which will go up materially. So, when vou get through 
with it you do not get very much of that extra money. 

Mr. Jonuansen. How much would these incidental « ‘osts Which have 
been mentioned now amount to out of the $1.20 a year increase? 

Mr. Core. What do you mean by incidental cost ¢ 

Mr. Jonansen. The costs you mentioned other than the 

1 postage. 
Mr. Coir. One, if we increased the price, as I say, vou have to make 


the jump to the logical coin value, and the subseript rion price. Tecan 


tell you that our program would be to increase to some extent the 
nount of material in the magazine so that the reader would fee! 


increase 
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that he was getting something for this extra money. When we got 
all through with it, I would think that we would think if that postage 
rate went up, if we could hold, say, 86 percent of the sale, we would 
be as well off as we are at the present time without a price increase. 

If we cannot hold that much of it, we would not be quite as well off. 
If we can hold more of it, we would be better off. There is no guaranty 
one way or the other. 

Mr. JonmaNnsen. One final question. If the increases of the type 
you recommend were enacted, which is an increase in the first-class 
rate and some nominal increase which the Congress in its wisdom 
sets, but less thai the amount in the bill, for second and third class, 
would you deem it necessary to increase the subscription price / 

Mr. Corr. I think so. I am not sure. 

Mr. Jouansen. In other words, there is going to be a 10 cent sub 
scr iption rate increase per issue anyway / 

Mr. Corr. There would not be if there is not any increase, but that 
is not in the cards. There is going to be a sizable increase in postage. 
I do not know when it is going to be. You know better than I. 

Mr. Jowansen. My point is, if we follow your recommendation, as 
I understand it, which is an increase in first-class rate plus a more 
modest increase in second- and third-class rates, there would be 
subscription rate increase ¢ 

Mr. Cote. Yes. However, depending on what it was and how the 
economy worked out. While the unit price would be 35 cents because 
there is not any such thing as a 30 cent magazine—— 

Mr. Creretia. Why not? 

Mr. Corte. Nobody buys it at that price. They would not buy it 
at that price. I don’t know. 

Mr. Crere.ia. They buy it at 35% 

Mr. Core. They will buy it at 25 and 35, but they will not buy it 
at 30. 

Mr. Crereia. It does not make sense to me. 

Mr. Corz. It does not to me, but you find a 30 cent magazine for 
me. There is not any. 

Mr. Cretretxa. I do not want to find one for you. It does not make 
sense to me. 

Mr. Cote. There isnot any. It does not work that way. 

Mr. JOHANSEN. I understand if there is no postal rate increase at 
all you are not contemplating this 10-cent increase ? 

Mr. Cote. That is right, we are not. What I did not finish saying 
is that in spite of that newstand price and about 85 percent of our cir- 
culation is subscription, whether that subscription price would go to 
$4 or whether it would go to $3.50 or $3.60 or $3.40, would depend on 
the cost. 

Mr. Gross. We heard again this afternoon about the balanced con- 
dition of the Federal budget. The American taxpayers, in addition 
to paying the postal rates, have done a pretty good job of helping to 
balance the budget, haven’t they ? 

Mr. Corr. It seems so from the figures. 

Mr. Downy. Following Mr. Johansen’s question, you said increased 
postage pane be 20 cents or 23 cents a year for each issue, did you not 4 

Mr. Cote. Yes, sir. If there are 11 million copies a month for a 
year. The postage bill is $2 million. You divide that by 11, and 
doesn’t it work out to be that? Maybe my mathematics is cockeyed, 
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Mr. Dowpy. You are including first, second, third, and fourth class 
there, are you not ? 

Mr. Corr. Yes. 

Mr. Downy. Just second-class mail, the mail of your Readers Digest 
in second class, actually would amount to only about 414 cents per year 
for a subscriber, would it not? 


Mr. Corer. That is right. We are in an unusual position on second- 
class mail because the magazine happens to be small, and light. We 
are not typical of the magazines in that regard at all. 

Mr. Downy. Insofar as concerns the raise in the second class, as 
recommended by the Postmaster General, it would not be necessary 
for you to raise your subscription $1.20 a year just to recover 414 cents, 
would it? 

Mr. Coir. No, it would not. 

Mr. Downy. I just wanted to check that to be sure. 

The CuatrMan. Any other questions? 

If not, thank you very much, Mr. Cole. 

Mr. Core. Thank you, Mr. Chairman. 


The CuarrmMan. I want to say you have been much more cooperative 
and agreeable this time than heretofore. 
Mr. Coir. | am getting old, Mr. Chairman. 


The CuatrMan. The committee has statements of several users of 
the mail in connection with this legislation which it is requested be 
neluded in the record. These various statements will be made a part 
of the record. 

Mr. Creretta. Do you have one from Conde-Nast Publications? 

The CHarrMan,. Yes. 

(The statements follow :) 


List OF STATEMENTS THAT HAVE BEEN SUBMITTED FOR THE RECORD OF POSTAL 
RATE HEARINGS BEFORE THE COMMITTEE ON PosT OFFICE AND CIVIL SERVICE, 
House OF REPRESENTATIVES 


We have received the following statements by individuals who have asked that 
their statements be submitted for the record in lieu of appearing personally : 
Vinee Ford, executive vice president and general manager, General Card Co., 

1300 West Jackson Boulevard, Chicago, IL. 

Milton C. Meyer, president, Bancroft’s, 1112 South Wabash Avenue, Chicago 

Ill. 

Frank Rick, Styleco, Inc., 1109 Main Street, Cincinnati 10, Ohio. 
Benjamin Bogin, vice president, the Conde Nast Publications, Inc., Greenwich, 

Conn 
4. W. Slocum, Red Comet, Inc., Red Comet Building, Littleton, Colo. 

Arthur Cinader, president, Popular Merchandise Co., Inc., Fair Lawn, N. J. 
Cranston Williams, general manager, American Newspaper Publishers Associa- 

tion, 370 Lexington Avenue (at 41st Street), New York 17, N. Y. 

I.. Lowell Wilkin, president, Wilknit Hosiery Co., Inc., Greenfield, Ohio. 
Joseph C. MeNally, the McNally Co., 133-06 101st Avenue, Richmond Hills 19, 

MM. . 

M. R. Irwin, general manager, Colonial Poultry Farms, Inc., Pleasant Hill, Mo. 

Nelson Hampton, sales representative, Alco-Gravure, 333 Candler Building, At- 
lanta 3, Ga 

Robert Stone, president, Signet Club Plan, 265 Third Street, Cambridge 42, 
lass 

Edward Lustig, president, Circulation Associates, Inc., 226 West Fifty-sixth St., 

New York 19, N. Y. 

I. Shomer, president, Combined Advertisers, Inc., 35 East Wacker Drive, Chicago 

1, Ill 
Richard E. Kline, vice president, Magazine of Business and Finance, 80 Fifth 

Avenue, New York 11, N. Y. 
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L. T. Kulikowski, president, Opportunity Publishing Co., 850 North Dearborn 
Street, Chicago 10, Il. 

Eugene Butler, president and editor, the Progressive Farmer Co., Birmingham, 
Ala. 

George J. Burger, vice president, National Federation of Independent Business, 
room 740, Washington Building, Washington, D. C. 

Joseph Campbell, comptroller general of the United States, Washington, D. C. 

John Ribble, chairman, committee on government relations, Protestant Church- 
Owned Publishers’ Association, Philadelphia National Bank Building, Phila- 
delphia 7, Pa. 

Hon. Russell V. Mack, presenting statement of the Allied Daily Newspapers 
of Washington (State of Washington) 

Irving C. Boerlin, chairman, legislative committee, department of audiovisual 
instruction, National Education Association, 1201 16th Street, NW., Wash- 
ington 6, D. C. 

S. S. Pectu, Surf Sales Co., 4309 West Lake Street, Chicago 24, Ill. 

Paul C. Smith, president and editor in chief, Crowell-Collier Publishing Co., 
640 Fifth Avenue, New York 19, N. Y. 





GENERAL CARD Co., 
Chicago, Lu, Mareh 23, 1956. 
Post OFFICE AND Civit SERVICE COMMITTEE, 
House of Representatives, Washington, D. C. 
Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: Please file the following 
statement on H. R. 9228 regarding proposed rate increase in third-class mail: 
We feel that another increase in third-class mail—or any class mail for that 
matter—would be grossly unfair to smali businesses like ourselves. 
We depend upon the use of the mails to do several million dollars’ yearly 
volume. Any increases as proposed would seriously affect our future operation. 
We have suffered enough (economically) by unfair Post Office legislation 
and can’t stand much more. Please keep in mind the negative economic effect 
on small businesses generally when considering these increases. 
Sincerely, 
VINCE F orp, 
Eavecutive Vice President and General Manager. 


LANCROFT'S, 
Chicago, lll, March 23, 1956 
Re H. R. 9228, rate hearing. 
Post OFFICE AND Crvit. SERVICE COMMITTEE, 
House of Representatives, Washington, D.C. 

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: We have been advised tha 
you presently have under consideration a further increase in third-class post 
office rates. 

In conjunction with our mail-order business, we annually mail some 5 million 
pieces of third-class matter. Over the last 3 years we have had not only con 
tinued increases in third-class matter, but also in parcel-post rates and wages, 
without any compensating increases in profit margins. We would like to add 
our urgent appeal that any additional increases be rejected. Any increases 
would have a drastic effect on our continued operation and might force us out 
of business. 

Thanking you for your consideration, we are, 

Very truly yours, 
Mitton C, Meyer, President 


SryLeco, INC., 
Cincinnati, Ohio, March 17, 1956. 
Post OFFICE AND Civit SERVICE COMMITTEE, 
House of Representatives, Washington, D.C. 

Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: The effect of another increase 
in rates on third-class mail would be disastrous to us in our business, and here 
is why: 

When the last increase went into effect, we took a 50 percent increase in our 
cost of obtaining business, because all of our efforts are expended through third- 
class mail. 
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We at that time tried increasing our prices, with the result that our orders 
dropped away to the point where we had to bring our prices back to their 
former level. So our prices today are the same as they were in 1949, and are 
kept there by our customers, who will not pay more. We have no way of 
squeezing a customer into buying at a price higher than she wishes to pay. 

Ever since the last increase we have been trying to get back into the black, 
by trimming and cutting in every manner we can think of. We formerly had a 
dozen full-time employees, today we have two. Our books will show we took 
a big loss for a number of seasons after the last increase, and that only during 
the past season were we able to be in the black for a small amoust, principally 
because our two main officers worked without salary full time. 

Now to have another increase thrown at us in third chiss would be sufficient 
in my considered opinion to put us out of business. 

Much is said about helping the small-business man, but we have yet to experi- 
ence one instance where something concrete was ever done to help us here. 
Any consideration shown in keeping third-class rates at present levels would 
provide that concrete help. The last increase brought our help down from 
12 to 2. Another would bring us to the zero mark, and after that, gentlemen, 
we assure you we wouldn’t be very fit company to discuss postage rates with, 
after seeing our life’s efforts legislated out of existence. 

Sincerely, 
FRANK RICK. 


THE CoNDE Nast PUBLICATIONS, LNC., 
Greenwich, Conn., March 23, 1956. 
Hon. Tom MURRAY, 
Chairman, House Committee on Post Office and Civil Service, 
Old House Office Building, Washington, D.C. 


My pEAR Mr. Murray: I am sorry that the pressure of business makes it 
impossible for me to appear in person at the hearings of your committee on 
H. R. 9228—the Postmaster General's bill to increase postal rates. 

However, I am taking the liberty of filing a statement of our position on 
the subject matter, a copy of which is attached and 100 copies of which are being 
sent to your committee under separate cover as required. I respectfully request 
that our statement be made a part of the record of the committee hearings. 

We discuss only two points in our statement and they are: (1) the impor- 
tance of determining the cost of the service activities of the Post Office Depart- 
ment before determining what, if any, deficit should be passed on to commercial 
users, and (2) that not all magazine publishers are enjoying such prosperity 
as to be able to absorb a substantial postal rate increase without imposing a 
serious hardship on them. Our statement gives the details in connection with 
our own situation which, I am sure, is not untypical of the situation of many 
moderate sized magazine publishers. 

Another point I would like to make is that it would be a dangerous departure 
for our representative system to transfer the ratemaking power from Congress 
to an independent comimssion. In the final anlaysis, our representatives are 
and must be sensitive to the problems and conditions which confront all seg- 
ments of our economy and recognize the necessity for “tempering the wind 
to the shorn lamb”—much more than so than a commission would be which 
is not responsible or responsive to all the people. 

I would greatly apreciate your and the committee’s serious consideration 
of the points we make in our statement. 

Sincerely yours, 
BENJAMIN Boetn, Vice President. 


STATEMENT SUBMITTED BY THE CONDE Nast PUBLICATIONS, INc. 


This statement is submitted by the Condé Nast Publications, Inc., in connection 
with the consideration of the proposed bill H. R. 9228 and more particularly 
in connection with those sections of the bill establishing a new schedule of rates 
for second-class mail. 

The Condé Nast Publications, Inc., is a publishing corporation employing 
2,150 people in its offices and manufacturing facilities located principally in the 
States of New York and Connecticut. Among its activities this company pub- 
lishes three nationally distributed magazines—Vogue, House and Garden, and 
Glamour. During 1955, 11,018,900 copies of these magazines were distributed 
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as second-class matter through the post office facilities and the postage paid 
was in excess of $490,000. Any further postal rate increases are therefore of 
great concern to this company. 

This memorandum will be confined to two points only which this company 
believes are important to the matter under consideration by your committee 
First is the postion of this company with respect to the general policies upon 
which rates should be based and, second, is the specific economic and financial 
data of this company which we are hopeful will be useful to the committee in 
determining the ability of the publishing industry to absorb proposed postal rate 
increases. 

RATEMAKING POLICIES 


For many years, whenever the question of postal rates has arisen, one of the 
hasie considerations has always been whether the post office operations were 
to be treated as a commercial venture and made self-sustaining or as a public 
service in which case, an operating deficit could be anticipated. 

We suggest that the Post Office Department has both commercial and public 
service aspects and that these must be segregated by Congress as a matter of 
public policy before equitable rates can be established 

It cannot be denied that some of the postal operations are conducted pri 
marily in the public interest. A few of the more obvious ones would be airline 
subsidies, franked mail, rural free delivery, thousands of local post offices 
handling small volumes of mail, and, within the second-class category, the dis- 
tribution of religious, educational, welfare and labor magazines, free-in-country 
newspapers, etc. Some of these have already been recognized as public service 
features, others have not. 

We do not wish to suggest that any of these should be discontinued since we 
recognize the importance of the function they perform. However, we do suggest 
that the cost of these activities be eliminated before rates are established for 
the commercial users of postal facilities. We believe that it is fundamentally 
unsound to attempt to establish a fair commercial rate based on operating costs 
which are excessive because of the public service features. In brief, appropriate 
commercial postal rates must be based on those cost factors which would exist 
if the Post Office Department were run as a strictly commercial venture, other- 
wise, We will be charging commercial users with the cost of maintaining purely 
public service features. 

Our recommendation as to this matter of policy, therefore, is that the present 
rates be retained until such time as a thorough study of postal costs is made 
and a proper segregation between commercial and public service costs is 
arrived at. 

ECONOMICS AND FINANCIAL DATA 


Since the post office operations constitute a practical monopoly and since it 
performs a service which is basic to the existence of the magazine publishing 
industry, the matter of rates is a vital one and the ability of the publishing 
companies, both large and small, to absorb increased distribution costs must 
play an important part in any consideration of rate increases. The following 
data will provide your committee with specific and significant information about 
this company and will, we believe, temper any impressions which may have 
been created as to the unbridled prosperity of the publishing industry. 

The postwar earning record of this company has been: 


| Ratio of | | Ratio of 
Year Revenues Profit profitto | Yeur Revenues Profit profit to 
| revenues |} | revenues 
Percent | | Percent 
1947 $20, 057, 000 | $2. 605, 000 13 1942 $29 5R4. OOK $910, 000 { 
1048 21, 426, 000 1, 807, 000 s 195: 23, 309, 000 752, 000 3 
1949 21, 030, 000 1, 560, 000 7 1954 93, 898 000 811. 000 
1950)__ _.| 20, 648, 000 1, 347, 000 7 1055 3 24, 004, 000 801, 000 
Pc ccets --| 22, 372,000 1, 386, 000 6 


As stated above the second-class postage paid during 1955 was in excess of 
$490,000. The new second-class rates proposed in the bill would increase the 
distribution costs of this comapny by $71,000 the first year and by $149,000 
the second year. Total postage of all classes for this company during 1955 was 
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in excess of $567,000 and the proposed postage rates will add over $200,000 of 
additional postage to our costs. It is apparent that increases in postage of the 
magnitude contemplated will seriously affect the profits of this company. 

It may well be asked why profits have shown this decline in the face of the 
general prosperity of the country as a whole. One important reason is the rela- 
tively static character of the prices which can be charged to magazine purchasers 
and advertisers. Unfortunately, it has not proved feasible to raise prices suffi- 
ciently during this postwar period to counteract the rapid increase in costs. This 
has been particularly true for this company since the apparel and textile indus- 
tries which provide the bulk of advertising volume for the fashion magazines 
have themselves shown relatively low profits. 

Therefore, the suggestion that such additional postage can be passed on to 
the magazine readers through higher prices without affecting the magazine's cir- 
culation should be examined more closely. As an example of the effect of higher 
prices we have this experience. For Glamour magazine, newsstand sales have 
accounted for about 75 percent of the total circulation. In February 1954, the 
newsstand price was increased from 25 to 35 cents per copy. For the year 
1953 at the 25-cent price, the average newsstand sale per issue was 477,000 
copies. For the year 1955 at the 35-cent price, the average newsstand sale per 
issue was 407,000 copies. Within a 2-year period, therefore, the price increase 
resulted in a decline in sales of 70,000 copies per issue or about 15 pereent. The 
ability of the publisher to automatically pass along additional postage rates 
to the readers is at best a doubtful proposal. 

Emphasis has been placed upon the great increase in advertising rates and 
revenues since 1932. While it is true that the advertising rate per page has 
shown substantial increase, as a practical matter, the advertising rate is based 
upon a price per thousand magazines sold and delivered. The following is 
the advertising rate per thousand circulation for Vogue and House and Garden 
magazines at the end of the years 1932, 1946, and 1955. No comparison is given 
for Glamour magazine since that magazine was first published in 1939. 


Advertising rate per thousand circulation 











aaa a atl a ileal $12.05 | $7. 63 | $8. 89 
Snes Wn MEIN os os ceeenapeenobaawan 10. 96 6. 83 | 


It is apparent that compared to 1932, advertising rates have declined quite 
substantially. The reason for this is the highly competitive situation within 
the publishing field and the inception of strong competition from new media such 
as television. Of the major types of communication—television, radio, news- 
papers, and magazines—magazines are the only one in which postage is a major 
item of cost. At the same time, since the year 1946, this company’s wage rates 
have increased 90 percent and paper prices have increased 65 percent. Publish- 
ing profits have therefore been squeezed between rapidly rising costs and inability 
to raise prices to the same degree. 

The above information has not been submitted to prove that any increase in 
postage rates would be financially ruinous for this company but rather to pro- 
vide a more reasonable comprehension of the financial condition of one of the 
moderate-sized companies in the publishing industry and to enable the com- 
mittee to guard against any oversimplification of this important facet. 





Rep Comet, INC., 
Littleton, Colo., March 19, 1956. 
Post OFFICE AND CIvit SERVICE COMMITTFE, 
House of Representatives, 
Washington, D. €.: 


Mr. Chairman and members of the committee, the proposed third-class rate 
increases in H. R. 9228 would work a decided hardship on this company. 

We are continually sending bulletins, literature, etc., by third-class mail to 
our 3,000 dealers throughout this country, and the added expense would make 
our operation very difficult if not impractical to continue. 

Sincerely yours, 
A. W. Stocum. 
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POPULAR MERCHANDISE Co., INC., 
Fair Lawn, N.J., March 21, 1956. 
Post OFFICE AND CIviIL SERVICE COMMITTEE, 
House of Representatives, 
Washington, D. C.: 

Mr. Chairman and members of the committee, proposed increases in third- 
class mail rates will have a substantial negative effect on the business and em- 
ployment of this company of over 600 persons. 

Sincerely yours, 
ARTHUR CINADER, President. 





AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., March 19, 1956 
Hon. ToM MurRRAy, 
Chairman, Post Office Committee, 
House of Representatives, Washington, D. C. 

DeaR Mr. CHAIRMAN: The American Newspaper Publishers Association wishes 
its position as to the proposal to increase second-class postal rates made a part 
of the record of the House Post Office and Civil Services Committee hearings now 
in progress. 

Bill H. R. 9228 calls for an increase in second-class postal rates of 30 percent 
over the present rates—15 percent effective July 1, 1956, and 15 percent July 1, 
1957. These two are on top of a 30 percent increase effective in three successive 
10 percent raises April 1, 1952, April 1, 1953, and April 1, 1954. 

The American Newspaper Publishers Association insists that daily newspapers 
want to pay their way. Newspapers seek no favors in the form of second-class 
postal rates. We resent the deliberate and planned smear that daily newspapers 
get a subsidy from the Federal Government because of the present second-class 
rates. 

The American Newspaper Publishers Association has never accepted the Post 
Office Department cost-ascertainment report as a fair and realistic picture of 
the cost of handling second-class mail. 

The ANPA has never been able to get answers to these questions: 

How much does it actually cost the Post Office Department to handle second- 
class mail? 

How much would the so-called deficit of the Post Office Department be reduced 
if there were no newspapers using second class? 

Many claim the Post Office Department should be placed on a self-sustaining 
basis or take in as much as it pays out. Actually, the Post Office Department 
was set up as a service to the people and many of its services, such as rural free 
delivery, could not possibly pay their way. We maintain that newspapers should 
not pay costs that belong elsewhere. 

Is second-class mail to be partially charged with the cost of maintaining 41,000 
post offices in the United States when that number is maintained for policy, 
political, and service reasons? A business operating for profit or to meet actual 
expenses would never countenance the maintenance of some of these 41,000 
post offices. 

The cost-ascertainment reports show that in spite of a 30-percent increase in 
rates since April 1, 1952, the deficit allocated to daily newspapers was nearly 
$5 million more for the fiscal year 1955 than for the fiscal year 1952. From these 
figures, it is clear that under the present arbitrary allocation of costs, it is 
impossible to establish a rate which would not show a deficit allocated to daily 
newspapers and the smear will continue that daily newspapers get a subsidy. 

If the present methods of allocating revenue and expense for operating the 
postal service are accepted then a user of second-class mail would have to pay 
first-class rates to avoid the smear of accepting a Subsidy because the Depart- 
ment itself insists that first class pays a profit. 

There is a law of diminishing returns and if second-class rates are raised be- 
yond the point of practical economics, most of the daily newspapers will be driven 
into other forms of delivery. Hundreds of smaller newspapers all over the 
country are the ones that suffer most in this process for they cannot use any 
other distribution. There has already been a substantial diversion of daily news- 
papers from second class into other distribution. If more second-class mail is 
diverted to other distribution the American Newspaper Publishers Association 
believes the Post Office Department will get less revenue and their present book- 
keeping system wili show a greater smear “‘subsidy.” 
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The American Newspaper Publishers Association stands on its often stated 
position: Newspapers are ready and willing to pay what it costs to handle second- 
class mail. First, we want to know what that cost is, mindful of the services 
that are performed by the Department whether or not there is any second class. 

Sincerely yours, 
CBANSTON WILLIAMS, General Manager. 





WILKNIT Hostrery Co., INc., 
Greenfield, Ohio, March 21, 1956. 
lion. Tom MURRAY 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D.C. 


Dean Stu: Each member of the Committee on Post Office and Civil Service is 
receiving this letter. It shows why I go out of business if you raise third-class 
letter postage rates from the present 1% cents per piece to 2 cents per piece. 

My business is selling hosiery through the mail. I promote sales by third-class 
letter mail. I employ approximately 175 people. Our sales result in employment 
for approximately 400 factory people among our sources of supply. We have 
been in business since 1924. 

Attached is a sheet showing why we go out of business if H. R. 9228 becomes 
law. You will note that the proposed increase in third class rates would cost us 
$80,039.96 based on our last fiscal year’s operations. Our net profit for our last 
fiscal year, before taxes, was $71,997.74. But with $26,000 deducted as result of 
the new $1 per hour minimum wage leaves a projected net profit under present 
conditions of $45,997.74. An increase of $80,039.96 postal expenditure would leave 
us a loss of $34,042.22. 

As a matter of fact, our business is one that is not booming. Our loss so far 
this tiseal year is $27,132.72 as of February 29, as compared to a profit of 
S3S,851.88 as of February 28, 1955. 

Please note that our operations for our last fiscal year resulted in almost 
$100,000 first-class mail postage. 

Sincerely yours, 
L. LOWELL WILKIN, President. 


Year ending June 30, 1955 


eb Mies B88 ke ee ee Be ee $2, 734, 345. 41 
DR nT IO es en eee 71, 997. 74 
Less $26,000 increase in payroll caused by $1 per hour minimum 

ene ine. = 2 ee Se ee ee 26, 000. 00 


Projected net profit, before taxes, under present conditions 
a I i i tench thetic arenes ales alin ttals 45, 997. 74 
Below are increases 


which would result 
from H. R. 9228 


Amount Percent 
Sd-class letter mail expenditures for 1955 
fiscal year il EE hacia s ce $210, 294. 68 $70, C98. 22 3314 
3d-class merchandise mail expenditures for 
ROS tise Sie ee 19, 883. 48 9, 941. 74 50 


rotal increased expenditures from proposed H. R. 9228_ 80, 089. 96 
Less projected net preQt Bor BOB sn te 45, 997. 74 


Loss June 30, 1956, if operating under H. R. 9228_... 34, 042. 22 


Our business is one that is not booming. 


SOR NE i-inr nities elena $38, 851. SS 
eine ek aes ina —27, 132. 72 


We hope Spring will at least let us break even. 


ist-class mail expenditure for fiscal year June 30, 1955_.--------~-~- 53, 533.8 
ist-class mail incoming for fiscal year June 30, 1955 based on our 
I i i a a lainey 45, 265. 38 
I st-class resulting from our operations for fiscal year 


~ QS, 799. 21 
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THE MCNALLY Co., 
South Ozone Park, N. Y., March 21, 1956 
Post OFFICE AND CIVIL SERVICE COMMITTEE, 
House of Representatives, Washington, D. C. 

Mr. Chairman and members of the committee, practically 90 percent of my 
addressing business involves third-class mail. I employ approximately 500 
home typists whose income would be jeopardized if an increase in the postage 
rate upon this class of mail were effected. 

Surely there must be some means whereby the United States Post Office can 
lower its deficit, rather than place the entire burden upon the larger mailers in 
the United States. 

I think great consideration should 
rendered. 


go into this problem before a decision is 


Sincerely, 
JOSEPH CC. MCNALLY. 
N. B, This is certified to be a true copy. 
J.C. M. 


COLONIAL POULTRY FARMS, 
Pleasant Hill, Mo. 
Post OFFICE AND CIVIL SERVICE COMMITTEE, 
House of Representatives, Washington, D.C. 


Mr. Chairman and members of the committee, I am writing to protest the 
increase in third-class mailing rates proposed under H. R. 9228. 

Our firm has been in business since 1923, selling baby chicks by mail to farmers 
throughout the United States. In so doing, we service thousands of farmers 
who do not have hatcheries located near them, and who cannot obtain baby chicks 
other than by mail. 

The proposed increase in third-class mailing rates would increase our produc 
tion costs, which would in turn necessitate increasing the price of chicks to the 
farmer. The hatchery business is a low margin of profit business, operating on 
very narrow margins, as evident from the fact that the number of hatcheries 
has declined from 12,000 in the 1940's to the present 6,500 to 7,000 in the United 
States the number of operating hatcheries in the United States continues to 
decline at the rate of 400 to 800 fewer hatcheries each year. 

We believe that any action which would increase the farmers production 
costs at this time would be out of order, in view of the currently low markets 
for most farm products. 

We are protesting the proposed increase because : 

(1) Third class has already borne its share of increases in rates in recent 
years. 

(2) It would work a hardship on the hatchery industry by increasing 
production costs in an industry which has suffered a heavier mortality than 
average in the past several years. 

(3) It would mean the passing on of a share of increasing production 
costs to the farmer who is presently faced with low markets for the products 
he sells, with no one to pass his increased production costs on to 

For the above reasons, we feel that the third-class rate should be left as it is 
without increase. 

Thanking you for your consideration in this, I am, 

Very truly yours, 


M. R. Irwin, General Manager 


ALco-GRAVURE, 
March 22, 1956. 
Post OFFICE AND CIvit SERVICE COMMITTEE, 
House of Representatives, Washington, D. C.: 


Mr. Chairman and members of the committee, I want to again pre 
action that can be taken to raise the third-class postal rates. I handle severa 
large accounts that depend largely on third-class circulation for the bu f their 
volum:? 


Increased rates will curtail the amount of pieces mailed and will surely reduce 


the volume of returns. These re“urns are handled by first-class mail corre 
spondence and orders filled by pzrcel post, which adds a terrific amount of 


revenue indirectly to the post-office income. 
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The so-called junk mail by its own returns and acceptability by the recipient 
proves beyond any doubt that it is anything but junk mail. 

The House Post Office Committee can find a lot of more practical and worthy 
means to help balance the Post Office budget than by raising the third-class rates, 
which, without a doubt, would add to the deficiency if made into law. 

I would like to have had more notice on this meeting so that I could have 
mustered some of my clients to make personal appearances to testify and bring 
in records to back up their testimony. 

Sincerely, 
NELSON HAMPTON. 


SIGNET CLUB PLAN, 
March 19, 1956. 
Post OFFICE AND CIVIL SERVICE COMMITTEE, 
House of Representatives, Washington, D. C.: 

Mr. Chairman and members of the committee, the proposed rate of third-class 
mail would be a serious blow to mail-order companies. As you know the third- 
class rate was increased a few years ago by 50 percent. 

If the third-class rate is increased we shall have to curtail our mailings at least 
by 4 million pieces a year. There is no question that increases in third-class mail 
will reduce volume and revenue for the Post Office. 

Very truly yours, 
Rosert Stone, President. 


CIRCULATION ASSOCIATES, 
March 22, 1956. 
Post OFFICE AND CIvit SERVICE COMMITTEE, 
House of Representatives, Washington, D. C.: 


Mr. Chairman and members of the committee. we of the direct mail and letter- 
shop industry wish to protest vigorously the increases in third-class mail and 
third-class bulk rates in particular, which are proposed by the Postmaster 
General. 

This industry forms a billion-and-a-half-dollar segment of the graphic arts 
industry, all of which will be the first to feel the effect of this drastic move. We 
face an extreme reduction in the volume of our business and it is estimated that 
this particular company would have to reduce its staff of 300 employees by 50 
percent. The whole economics of the United States postal service is built on 
volume and third-class matter is what provides that volume. If third-class 
rates are tampered with, to the point where the volume of mail is substantially 
reduced, the postal service would fall apart. You know what “promotional 
rates” are in business—lower rates to encourage volume. That’s what third- 
class rates are. If you discourage the use of the mails by raising third-class 
rates, the full burden of all post-office costs would fall on first-, second-, and 
fourth-class matter. Second-class matter (magazines and newspapers for the 
most part) is carried at rates that are ridiculously low by comparison with third- 
class rates. Many, many newspapers are carried free in county at tremendous 
cost to the post office. Franked and penalty mail are carried free anywhere in 
the United States or its possessions. 

It costs our customer on the average one-half cent per piece over and above the 
1') cent rate of postage to prepare bulk mailings for the post office. He spends 
the equivalent of straight third-class mail at a postage rate of 2 cents in order 
to expedite his mailings, knowing full well that the post office under its present 
setup cannot do the job. 

On many occasions I’ve visited my local post office in the course of my busi- 
ness and have seen the operation in full swing. There are plenty of areas where 
the post office could tighten up ther operating costs and create a more efficient 
system. Why make the public pay for post office poor management ? 

Very truly yours, 
Eovwarp Lustie, President. 
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COMBINED ADVERTISERS, 
Chicago, Ill., March 20, 1956. 
Re H. RB. 9228 
Post OFFICE AND CIVIL SERVICE COMMITTEE, 
House of Representatives, 
Washington, D. C. 

Mr. Chairman and members of the committee we operate a small cooperative 
mailing business exclusively using third-class mail. 

Our very existence is what we are pleading for in asking that you do not 
sponsor any increase on third-class postage. 

The rates for our services were established and predicated on the recent 1-cent- 
per-envelope fee. Along came a 50 percent increase. Try as hard as we could, 
our clientele would not stand for increased costs. We therefore absorbed this 
50 percent increase ourselves. Since then all we have done is hold our heads 
above water. 

Another increase would sound the death knell to our business. The post office 
would lose not only $20,000 per annum in our postage, but would lose a terrific 
sum in loss of first-class mail which our mailings promote and sponsor. In fact, 
the very economic structure of business promotions is at stake. 

This country’s great printing industry, mail order, direct selling, and business 
in general, all cry out for help in this hour of need. 

Very truly yours, 
I. SHoMER, President. 





STATEMENT OF RICHARD E. KLINE, VICE PRESIDENT, MAGAZINE OF BUSINESS AND 
FINANCE, NEw York, N. Y. 


We estimate our third-class postage costs for 1956 will amount to $169,000. 
The proposed third-class rate increase of 3314 percent would mean an additional 
out-of-pocket cost to us on third-class mail of $56,000—a staggering blow to a 
company of our small size. 

We do not see how we could possibly absorb this additional cost. We would 
have to either curtail our direct-mail operations (which could mean a smaller 
work force to us and to many of our suppliers of direct mail), and/or substitute 
field-selling methods for our direct mail, which could materially curtail our use 
of the mails and reduce revenue to the post office. 

Our third-class mailings also generate an airmail business reply first-class 
revenue to the post office of $15,000, which would be reduced if we had to curtail 
our third-class mail. 

The profit squeeze on our operation has become extremely tight in the past few 
years, and any increase in our basic cost of doing business, such as our postal 
rates, will definitely prevent us from ever realizing a reasonable profit on our 
gross volume. 





OPPORTUNITY PUBLISHING Co., 
Chicago, Ill., March 19, 1956. 
Re H. R. 9228, postal rate increases 
UNITED STaTES HOUSE OF REPRESENTATIVES, 
Committee on Post Office and Civil Service, 
Washington, D.C. 

Mr. CHAIRMAN, MEMBERS OF THE COMMITTEE: I, Leon T. Kulikowski, speak as 
the president of the Opportunity Publishing Co., 850 North Dearborn Street, 
Chicago, Ill., publishers of the Salesman’s Opportunity magazine. Our publica- 
tion has been in existence for 33 years. The Salesman’s Opportunity magazine 
serves primarily American small-business men. Our readers consist almost ex- 
clusively of salesmen, agents, wagon jobbers, distributors, routemen, wholesalers, 
sales managers, manufacturers’ representatives. We reach every month well 
over 300,000 of these sales representatives who operate on all levels of distribu- 
tion. According to authoritative sources they are responsible for sales of about 
$10 billion worth of goods annually. The function of these sales representatives 
in our economic system obviously is extremely important and nothing should 
be done to lower this level of performance. 
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In addition the Salesman’s Opportunity magazine is displayed regularly every 
month in reference rooms of some 4,000 public libraries throughout the United 
States. 

Secause of the highly educational and inspirational value of the Salesman’s 
Opportunity magazine, close to 300 universities, colleges, and high schools 
throughout the country also use Salesman’s Opportunity magazine in their classes 
of salesmanship. Many directors of distributive education, a program financed 
by Federal funds, also use Salesman’s Opportunity magazine in their activities. 

The Salesman’s Opportunity magazine depends to a very great extent on third- 
class bulk mailings. For example, last year the cost of these mailings amounted 
to more than $67,000. The proposed increase in rates would raise the cost of 
these mailings by some $13,000, thus placing an intolerable burden on our 
business. 

I feel that I am qualified to speak here also in the name of the majority of 
our clients, who are predominantly small- and medium-sized firms. These con- 
cerns are manufacturers and distributors of all sorts of goods. 

These companies use third-class mail for the purpose of building their volume 
and maintaining their business. They are also heavy users of parcel post. From 
our close and long contact with thousands of these firms, we know that they 
have been affected adversely by the increases in postal rates and that the in- 
creases contemplated under H. R. 9228 are bound to be detrimental to the growth 
of these companies. 

We are against the adoption and passage of H. R. 9228 and against further 
increases in postal rates, particularly in third-class rate and parcel-post rate, 
for these further reasons: 

(1) Postal service, as the name implies, is not a business run by the United 
States Government for profit, but an indispensable public service which must go 
on without regard to the cost to taxpayers. 

(2) It is obvious that no private industry could operate this public service, 
and that only the Government can maintain it for the needs and satisfaction 
of the public. 

(3) In consequence of the above, the so-called postoffice deficit cannot be 
viewed in the light of a business operation. Many other departments of our 
Government are run and must be maintained as public service, i. e. operations 
of the Agriculture Department, Labor Department, or Department of Commerce. 

True, every Government operation should be as effective and economical as it 
can be made consistent with its purpose: but the application of a business yard- 
stick to the public service type of operation obviously is totally unrealistic and 
cannot find support in fact. 

I am strongly against the proposed legislation, because it runs contrary to the 
fundamental concept and purpose of public service. 

But there are other valid reasons for my opposition. 

(4) This bill, if passed, will endanger the existence of a type of business 
which to all intents and purposes is the nursery of our American free enterprise. 
It must be realized that the field-which we serve represents about 6,000 firms. 
Most of these firms are small and medium-sized. Approximately 1144 million 
men and women are engaged as representatives, solicitors, agents, distributors 
for these firms. 

This field performs an extremely important economic function : 

(a) As stated above, it is responsible for distribution of merchandise valued 
at about $10 billion annually. 

(b) It serves as an avenue and a means for new companies, new inventions. 
new enterprises, to find and develop markets for their goods. If we stifle and 
curtain the activities of this field through ill-advised legislation we will be deal- 
ing a blow against the very foundations of our economy. Our great industries 
have roots in operations and activities of thousands of these small- and medium- 
sized firms. This is the laboratory and the nursery of our great business. From 
little acorns great oaks grow. If we destroy the roots, the giants may topple over. 

The members of your committee no doubt realize fully what an important 
function distribution plays in our economy. The high levels of our production 
can be maintained only if the level of our distribution effort is maintained. The 
field we serve is responsible for attracting and training tens of thousands of 
new salesmen, who are indispensable for the distribution of the products of our 
great industries. If we discourage and overburden this source of salesmanship. 
we will definitely endanger the future of onr economy: and your proposed 
legislation is hound to create conditions which will affect very adversely this 
indispensable economic activity. 
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(5) Volume of business in this country, and consequently the amount of tax- 
able revenue, depend to a great extent upon third-class mailings. If in conse- 
quence of the proposed legislation, business people are forced to cut down their 
third-class mailings as they will be forced to do, the revenue to the United 
States Government is bound to drop considerably. 

¥ou, gentlemen, realize of course that many firms in the United States operate 
now on a diminishing-returns basis. Many of the companies in this category are 
among our clients. Some of them are borderline cases walking a tightrope be- 
tween profit and loss. But as long as they are permitted to have their ends meet 
they provide the Government substantial revenue. They pay local, State, and 
Federal taxes. They employ or give secondary employment to hundreds of thou- 
sands and even willions of people in this country who in turn pay their Federal 
taxes. Thousands of these companies may be forced out of business if further 
burdens like the proposed postal increases are placed on them. 

There are also many companies which, although presently operating satis- 
factorily and profitably, may become borderline cases in turn as a result of the 
proposed legislation. This is a dangerous and vicious spiral which may bring ruin 
to thousands of concerns. I feel that in the long run the proposed increases in 
postal rates will have only one effect: Instead of cutting expenses they will cut 
the revenue of the Government. 

I feel very strongly that the only correct yardstick to measure this legislation 
is the yardstick of public service. You cannot expect profits from the operations, 
for example, of Foreign Service department. It is in the interests of this coun- 
try to maintain its foreign representatives, because they perform on our behalf 
an extremely important and needed service. The same yardstick obviously ap- 
plies to our Defense Establishment. It is our insurance, and we must pay the 
premium. It would be totally unrealistic to apply to these operations the yard- 
stick of business performance. I feel that the same is true of the postal service. 

For the above reasons, I respectfully urge you and the members of the House 
Committee on Post Office and Civil Service to reject the proposed rates on third- 
class matter. I also believe that there is no sound basis at the present moment 
upon which to place a new rate-increase structure, and that Congress and your 
committee should not act rashly concerning these matters but should take time 
to investigate this subject and weigh very carefully all pros and cons, always 
bearing in mind that real public interest and service come first, even before ill- 
advised attempts at economy. 

Respectfully submitted. 

LEON T. KULIKOWSKI, President. 


THE PROGRESSIVE FARMER, 
Birmingham, Ala., March 16, 1956. 
To the MEMBERS OF House COMMITTEE ON Post OFFICE AND CiIvit SERVICE. 

DEAR FRIENDS: In order to conserve the time of your committee, I, as president 
of The Progressive Farmer Co., publishers of The Progressive Farmer, a monthly 
southern farm-and-home magazine with 1,300,000 subscribers, present in the at- 
tached reprint of an editorial which I wrote for the January 1956 Progressive 
Farmer our company’s views with respect to a further increase in second-class 
rates at this time. 

I thank you for your consideration of our company’s views and for the study 
you are making of this important matter. 

Sincerely yours, 
THE PROGRESSIVE FARMER Co. 
EUGENE BUTLER, 
President and Editor. 


THE Epiroriat VIEwPoINT—Post OFFICE DEPARTMENT—SERVICE OR BUSINESS? 
{Reprinted from the Progressive Farmer, January 1956] 


The Post Office Department costs the Federal Government several hundred mil- 
lion dollars a year more than it receives from those who use the mails. The 
postal deficit has led to a demand for increased postal rates on first-class mail, 
such as letters; on second-class material, such as magazines; and on circular 
letters and other third-class mail. You have also heard it claimed that present 
rates give a huge subsidy to those magazine publishers that deliver their publi- 
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cations to subscribers through the mail. Farm organizations have taken cer- 
tain publishers to task for opposing subsidies to farmers, claiming publishers 
themselves are the recipients of millions of dollars in postal rate subsidies. 

All this leads to some very pertinent questions that should be earnestly con- 
sidered by all users of the mails, including Progressive Farmer subscribers. 

Is the postal service purely a business, or is it a service to all the people? 

If it is purely a business, then the logical thing to do is to insist that the Post 
Office Department put into effect every possible economy consistent with good 
service. Then charge the users of the mail what it costs to deliver it. But before 
you decide that the postal service is purely a business, let’s see what services it 
gives, to whom they are rendered, and why they cost so much. 

First off, Progressive Farmer readers should know that there are 40,000 post 
offices in the United States. And only about 2,000 of them take in enough revenue 
to meet their overhead costs. Perhaps your own post office is one that does not 
pay its way. Why then is it kept open’? Certainly, not as a service to magazines 
such as the Progressive Farmer. Monthly magazines can be delivered from 
20,000 post offices just about as effectively as from 40,000. If you have a post 
office that costs the Government money, it is not as a favor to magazines. It is 
because the people in your community want it. It renders services they would 
not willingly give up. 

The rural free delivery was established to serve millions of people living a 
good way out from town. Congress knows that it would be out of the question 
to raise rates enough for this service to show a profit. Yet, if the postal service 
is purely a business, shouldn’t rural free delivery show a profit? 

As Senator Olin D. Johnston (South Carolina), chairman of the Senate Post 
Office and Civil Service Committee, so aptly illustrates, “‘We should stop calling 
the cost of these needed services deficit. Rural delivery is no different from 
the lighthouses operated by the Treasury Department. Shipowners do not pay 
a fee every time they pass one of them. They are operated as a calculated loss 
in interest of better, safer shipping. The benefits of postal service to the people 
are every bit as direct. * * *” 

There are a number of categories of mail that are either carried free of charge 
or at very low rates. An enormous volume of official Government mail—cor- 
respondence and publications of Congress and all Government agencies, and or- 
ganizations—is carried free. Other such mail carried free of charge or at low 
rates includes free mail for the blind, free-in-county newspapers, charity, educa- 
tional, and religious mail. And there are many other nonpostal services per- 
formed by the Post Office Department from it receives no revenue. Here are 
just a few of them as listed by Senator Johnston: 

1. Relatives of deceased men in Armed Forces are located. 

2. Former tenants are located for the Housing Authority. 

3. Doves are counted for the USDA. 

4. Post offices receive and transmit money for heart, polio, and cancer organi- 
zations. 

All these services cost money. If they were rendered by any other depart- 
ment of the Government, their cost would be taken care of by congressional ap- 
propriations. But when the Post Office Department incure them, they become 
deficits. And those who use the mails are held responsible. 

There is nothing wrong in the Federal Government spending money for these 
good services. And it is entirely proper for us to have 38,000 money-losing post 
offices, if they are a service to people and the people want them and are willing 
to pay for them. But it is unfair to say the cost of these services to all the peo- 
ple should be charged largely against the comparatively few concerns that must 
use the mails to do their business. 

Is the postal service purely a business, or is it a service to all the people? 
Until this question is answered by Congress, there can be no sound basis on which 
to establish postal rates. If the Post Office Department is a service to all the 
people, it does not follow that publications such as the Progressive Farmer 
should be earried free of charge. But it should mean rates somewhat lower 
than are necessary for the Post Office Department to show a profit. And it would 
also be recognized that the deficits of the Department are not a subsidy to pub- 
lishers, but rather a service to the people that “creates more in wealth, taxes, 
and employment than any other Federal agency.” 

Insofar as the Progressive Farmer is concerned in postal rates, we can say 
this: If we have been subsidized by low postal rates, it has not gone into the 
pockets of Progressive Farmer owners. If we have received a subsidy, then the 
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subsidy has been passed on to our subscribers in low subscription rates. We 
give 60 big isues of from 100 to 200 pages an issue for the low cost of $2. That's 
344 cents an issue. To send a 176-page issue to subscriber costs the Progressive 
Farmer 20 cents. 

Three increases of 10 percent each were made in second-class postage rates in 
1952, 1953, and 1954. The Progressive Farmer does not oppose further increases, 
if they are found necessary after Congress has established a sound fiscal and 
postal policy for the Post Office Department. But we do object to the con 
tinual agitation of the rate question by the Postmaster General and his attempt 
to make it appear that publishers are the recipients of huge Government subsidies. 





WASHINGTON, D. C., March 22, 1956. 
Tom Murray, 
Chairman, House Post Office Committee, 
House Office Building: 

This message is being directed to you in lieu of personal appearance before 
your committee in behalf of the National Federation of Independent Business, 
a truly representative independent business organization comprising independent 
business and professional men, all individuaily voting members, and our position 
now, on direct nationwide vote of our members, is the same as we took before your 
committee on July 23, 1953, when we opposed any increased postal rates, ana 
particularly as it would apply to first-class postal rates. It is our contention, 
until proved otherwise, that this section of the postal operation operates at a 
profit. 

We see no justifiable reason for increasing the rate on this type of mail service 
in view of the fact that small business depends upon this type of mail service 
for the lifeblood of their businesses. Small business, as we review the nation- 
wide scene from the grassroots, both at the production and distribution level, is 
facing a life and death struggle to maintain their position in our economy due to 
the ever-increasing merger trend and the control exercised by the bigger interests 
in an attempt to set a policy beneficial exclusively to the big interests in our 
economy. 

Mr. Chairman, will you kindly read this message into the hearings and have 
it made a part of the permanent record of the hearings? 

GEORGE J. BURGER, 
Vice President, National Federation of Independent Business, 
Room 740, Washington Building, Washington, D. C 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 16, 1956. 
Hon. Tom MuRRAY, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

DEAR Mr. CHAIRMAN: This is in reply to your request of March 14, 1956, for 
our opinion concerning the validity and soundness of the approach used by the 
Post Office Department in the tables included under the heading “Application of 
the Cost Ascertainment Report to Postal Rate-Making,” at the beginning of 
the 1955 Cost Ascertainment Report. In the tables included in this section, a 
formula is applied to the allocated costs for the various classes of postal service 
developed by the Department’s cost ascertainment system to arrive at revenue 
goals for such classes of service and related recommendations for rates. 

The formula is explained as being based on studies of an internal Post Office 
committee and reduces to composite mathematical percentages the relative 
weight which the Department considers should be applied to its allocated cost 
data to give what it regards to be appropriate recognition to certain “intangible” 
elements, not reflected in its cost allocations, in the establishment of revenue 
goals. These intangible fatcors are not completely identified but are explained 
as including such factors as: “(1) The value of priority given to any one class 
of mail or service; (2) the relative values of the various services to the public: 
and (3) the relative intrinsic values of the items handled.” We also understand 
that recognition is given in the formula to “ability to pay.” 
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The Post Office Department points out that the cost-ascertainment system dis- 
tributes its expenditures by accounting and statistical means to each class of 
service on the basis of its use of the postal facilities and personnel. In doing 
this, it, in effect, regards each class of service as of equal importance for cost 
allocation purposes in that it does not attempt to reflect any differential for 
any class of service for the intangible factors, except to the extent that such 
factors may be reflected in the use of personnel and facilities. 

It is, of course, generally recognized that the establishment of rates or prices 
is a much broader question than the development of costs. Costs on whatever 
basis determined cannot be expected to become automatic indicators of rates 
because of the necessity for the consideration of other factors, many of which 
are intangible in nature and do not lend themselves to accounting treatment. 
However, the practices adopted and the bases used in the preparation of cost 
data should be responsive to basic policy to the extent that Congress, as the 
responsible body, lays down such policy. This observation stems from the 
fact that any system of cost allocation is necessarily based on certain given 
assumptions and only to the extent that there is agreement as to the responsive- 
ness of the assumptions to the policies involved can there be expected to be 
agreement as to the validity of the resulting data. 

In the absence of a definitive policy on the part of the Congress, we are 
unable to express an opinion as to the validity and soundness of the approach 
of the Post Office Department in terms of a predetermined legislative standard. 
For example, if the Congress were to adopt the permise that the postal service 
is to be self-supporting, then ability to pay becomes a basic factor for its con- 
sideration. Whether this factor should be treated separately or be included 
along with other intangible factors in arriving at a composite “allowance for 
intangible factors,” as shown in the 1955 Cost Ascertainment Report, is still 
another matter for congressional consideration. 

In the circumstances, we believe the Post Office Department has followed a 
logical course by presenting a proposal which sets forth its revenue objectives 
and explains the premises underlying the data submitted. With this material 
before it, the Congress can review the data submitted in the light of the premises 
on which it is based and arrive at a course of action deemed to be in the 
public interest. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


PROTESTANT CHURCH-OW NED PUBLISHERS’ ASSOCIATION, 
Philadelphia, Pa., March 21, 1956. 
Hon. Tom MURRAY, 
Chairman, Committee on Post Office and Civil Service, 
House Office Building, Washington. D.C. 


Dear Mr. Murray: The United States Constitution rightly places the initiative 
for taxation in the hands of the House of Representatives. The power to tax 
is the power to destroy. 

sut the power to destroy is not limited to taxation. It applies to postal rates 
as well. 

If the Congress wants to surrender to the executive branch of the Government 
its power of economic life and death over a great many industries including the 
Protestant church-owned publishing houses‘ in the United States, then Title IT 
of H. R. 9228 should be left intact. 

However, if the Congress wants to continue to exercise its historic prerogative 
of using the postal rate structure as an instrument of public policy, then title 
II should be depleted from H. R. 9228. The Congress will then retain the power 
to encourage religious and educational publishing such as that done by the mem- 
bers of the Protestant church-owned press for whom this is written. 

It is our earnest hope that you will retain in the hands of the Congress the 
power Over postal rates when H. R. 9228 is before your committee for con- 
sideration. 

Cordially, 


Jonun RIBBLE, 
Chairman, Committee on Government Relations. 
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MEMBERS OF THE PROTESTANT CHURCH-OWNED PUBLISHERS’ ASSOCIATION 


The 31 members of the association are officially serving the needs of over 40 

million church members in United States and Canada. 

The American Baptist Publication Society (the Judson Press) 

Augsburg Publishing House (the Evangelical Lutheran Church) 

Augustana Book Concern (Augustana Evangelical Lutheran Chureh) 

Baptist Conference Press (Baptist General Conference of America ) 

Board of Christian Education and Publication of the Evangelical and Reformed 
Church (Christian Education Press) 

soard of Christian Education of the Presbyterian Church in the United States 

Board of Christian Education of the United Presbyterian Church of North 
America 

Board of Education, Reformed Church in America 

Brethren Publishing House (Church of the Brethren) 

Christian Board of Publication (Disciples of Christ) 

Central Publishing House (Churches of God in North America ) 

Concordia Publishing House (Lutheran Church—Missouri Synod) 

Covenant Press (Evangelical Mission Covenant Church of America) 

Cumberland Presbyterian Board of Publication and Christian Education 

The Otterbein Press; The Evangelical Press (Evangelical United Brethren 
Church) 

The Free Methodist Publishing House 

Gospel Trumpet Company—The Warner Press (Publication Board of the Church 
of Goc ) 

Herald House (Reorganized Church of Jesus Christ of Latter-day Saints) 

Lutheran Publishing House (United Evangelical Lutheran ) 

Mennonite Publishing House 

The Methodist Publishing House (Abingdon Press) (The Methodist Church) 

Muhlenberg Press (Board of Publication of the United Lutheran Church in 
America ) 

National Baptist Publishing Board 

Nazarene Publishing House 

The Pilgrim Press (Congregational Christian ) 

The Seabury Press, Inc. (Protestant Episcopal) 

The Sunday School Board of the Southern Baptist Cor vention 

The United Church Publishing House (The United Church of Canada ) 

The Wartburg Press (American Lutheran) 

Wesleyan Methodist Publishing Association 

Westminster Press (Board of Christian Education, Presbyterian Chureh United 
States of America) 





STATEMENT OF CONGRESSMAN RUSSELL V. MACK 


I am here as a courtesy to the Allied Daily Newspapers of Washington, a 
publisher organization that has its headquarters in my district, to present a 
statement concerning the postal-rate legislation now before this committee, 
I am here at the specific petition of Lew Selvidge, secretary-manager of that 
organization, who was prevented by a combination of circumstances, including 
time and distance, from appearing in person, The Allied Daily Newspapers of 
Washington is a name already known, perhaps, to some of you since a repre- 
sentative of that association has appeared before you on several previous 
occasions in relation to rate legislation. For the record it is a trade association 
composed of 21 daily newspapers representing more than 98 percent of the daily 
newspaper circulation of the State of Washington. The statement was prepared 
by Mr. Selvidge in his official capacity and upon the instruction and authority 
of association members. It is submitted in the name of the Allied Daily News- 
papers of Washington and of each of them. 


STATEMENT OF THE ALLIED DAILY NEWSPAPERS OF WASHINGTON 
(A trade association representing more than 98 percent of the daily 
newspaper circulation of the State of Washington) 


The views of the Allied Daily Newspapers of Washington and its constituent 
members relating to second-class mail rates have been expressed fully to this 
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committee during the pendency of previous postal rate legislation. We shall 
therefore not impose upon the time of the committee by repeating detailed state- 
ments that are already a part of the committee record. We are constrained, 
however, by the grave implications of the legislation currently before the 
committee, providing as it does for a 30 percent increase in second-class mail 
rates, to redeclare the principal points of our position that they be reconsidered 
in reference to the immediately pending issue. 

We have said previously that we are prepared to adapt our newspaper deliver) 
systems to the postal rate policy defined by Congress, whatever it may ultimate!) 
be: that we want no conditioning of that policy under the guise or for the pur- 
post of extending economic aid to newspapers. We repeat that declaration. 

We have said previously that we believe any effective and successful effort 
of the Congress to fix postal rates on a cost-of-service basis must be preceded by : 

(1) A definition by the Congress of the public-service functions of the Post 
Office Department that are to be supported in whole or in part from general taxes 
including the degree of any partial support. 

(2) A reorganization and modernization of post office procedure and practices 
to eliminate the wastes that are inflating operating costs. 

(3) The development of a cost ascertainment formula which is consistent with 
the postal policy enunciated by Congress and which makes reasonable allow- 
ances in cost distribution for the priorities granted in handling the several classes 
of mail. 

We redeclare this conviction with renewed vigor. 

We have previously contended that the responsibility of the Congress for 
the efficient maintenance and the equitable financing of an adequate postal 
service goes far beyond a routine balancing of income and expense through 
periodic adjustments of postal rates. That contention, too, we repeat. 

To us one of the most disturbing disclosures of earlier postal rate hearings 
was the absence of a statutory definition of broad postal policy. In our view 
the operation of the Post Office Department is more than a series of services 
for which a compensatory charge can be assessed against the users thereof. It 
is a constitutional function of Government—the benefits of which we believe 
no member of this committee will contend are limited solely to the senders of 
mail. Yet with the exception of certain general declarations concerning rural 
free delivery and some divisions of second-class mail we can find no instance 
in which Congress has evaluated the general public service function of the Post 
Office Department or has fixed either the area or the degree of support from 
public funds. Such an evaluation in our opinion is a necessary precedent to the 
establishment of a proper charge against any class of mail user for in the absence 
of a fair deduction for public services the responsibility of the mail user for Post 
Office Department costs cannot be determined. 

In the face of a patent public responsibility for some portion of Post Office 
Department costs the postal-rate issue has been repeatedly brought before this 
committee as if it were simply a question of revising rates upward sufficiently 
to absorb the deficit between post office operaing costs and mail-user revenue. 
We cannot resist asking the question: “How much of the deficit is properly 
chargeable to mail users and how much is chargeable to general public services?” 

The total expenditures of the Post Office Department for the fiscal year ended 
June 30, 1955 were $2,712,150,000. Mail-user revenue met 86.6 percent of those 
expenditures. In view of the public responsibility for some portion of Post Office 
Department costs should mail-user revenue have met 80, 90, or only 70 percent 
of such expenditures? We submit there is no definition in law of either public 
or mail-user obligation except as such a definition may be reflected in rates. 

We have asked, too, that the Post Office Department be required to reorganize 
its functions and to modernize its procedures and practices both in the interest 
of reducing expenses and of increasing mail and revenue volume through im- 
provement of services. At the invitation of a subcommittee of this committee 
in 1947 we filed a list of improvements in the postal service needed in our area. 
The report of the Hoover commission indicated the inefficiencies against which 
we complained were common throughout the postal system. There have since 
been some modifications of post office practices and at least a token reorganiza- 
tion. In our area, however, there are still many changes that could be made 
which would reduce costs and lessen the disbalanece between present income and 
expenditures. 

In previous hearings we challenged the cost-ascertainment procedures employed 
by the Post Office Department in assigning operating expense to the several 
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classes of mail. As explained to us by the Department’s Cost Ascertainment Com- 
mittee, the method then being used fixed the percentage of cost to be borne by 
each class of mail on the basis of 1-week time check conducted annually in a group 
of selected post offices. Each class of mail was assigned expense in the propor- 
tion which the time spent in handling that class of mail bore to the total time 
expended by post office employees in the handling of all classes of mail during 
the test week. We then contended the method was arbitrary; that it had no 
basis in law; that it gave inadequate recognition to the public service char- 
acter of certain postal services; that it made no distinction between classts of 
mail as to preferential handling; and that it falied to take into account declared 
policies of the Congress in relation to certain classes of mail. It has been our 
opinion that the validity of our challenge was recognized at least in past by 
this committee since the development of a sound cost-ascertainment procedure 
was made one of the objectives of a congressional post office study committee. 
That committee has not reported its findings. So far as we can determine the 
current testimony of the Post Office Department upon which this committee is 
being asked to increase postal rates is based upon the same cost-ascertainment 
principles that mail users have repeatedly rejected as inaccurate and unaccept- 
able. : 

We are disturbed, too, by the recurrent implication that newspaper publishers 
have been the recipients of a Government subsidy in the form of low postal 
rates and that the subsidy will continue unless the Congress accepts the rate 
recommendations of the Post Office Department. The implication is unfair to 
the publishers; it is misleading to the public; but what is even more serious, 
it reveals that officials responsible for post office operations are completely un 
familiar with the constitutional and statutory purposes of the service they have 
been named to administer. 

The framers of the Constitution expressed their recognition of the necessity 
of a rapid exchange of news, information, and ideas to the maintenance of a 
democracy by making the postal service a primary and an exclusive function 
of the National Government. Congress, in a number of subsequent acts, not the 
least of which was the provision for second-class mail, has given continuing 
ratification to that principle. Without resorting to any prolonged discussion of 
the philosophy of democratic government and its implementation it becomes 
rather apparent that the postal service was created not to serve the convenience 
or economic needs of certain classes of mail users but to provide the citizenry 
with the knowledge of conditions and events necessary to the informed direction 
of their Government. In short the primary function of the Post Office Depart- 
ment was and is a public one, a factor which commands recognition in the distri- 
bution of post-office operating costs. Before any person or group can be fairly 
charged with receiving a subsidy through the postal service it must first be 
shown that a facility or preferential rate created in the public interest has been 
controverted to private gain. 

The Congress did establish a preferential rate for second-class mail. Its 
declared purpose was to encourage the widespread dissemination of news and 
information. In the furtherance of this objective the Congress defined a number 
of public information media, including newspapers, as being eligible for trans- 
mission under this mail classification. This act of Congress stimulated news- 
paper readership, as well as that of other media, by permitting the delivery of 
newspapers to subscribers in remote or sparsely populated areas at a cost no 
greater than that charged in the immediate vicinity of publication. The sub- 
scription price of a newspaper, as that of any delivered commodity, is the price 
of the product plus the cost of delivery and the second-class mail rate equalized 
delivery costs to a point that at one time approximately 25 percent of all news- 
papers published were delivered by mail. 

Since that time the relative superiorities of other delivery methods and the 
declining costs of such transportation have reduced sharply the percentage of 
newspapers delivered by mail. Many metropolitan newspapers now serve less 
than 3 percent of their subscribers by this method. Notwithstanding this fact 
there is still a substantial number of newspapers being delivered by mail to 
subscribers who live outside the regular home delivery area or in a section that 
cannot economically be reached by other means. This evidences only that the 
second-class mail is at least in part still fulfilling the purpose for which it was 
created. A question of a subsidy to the newspaper publisher could be raised only 
in the presence of a showing that advantage of the low-cost mail delivery rate 
was being taken to increase his profit. We doubt whether a single such example 
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ean be found. To the contrary newspapers have joined in encouraging the wide- 
spread readership of newspapers not only by passing the full benefit of second- 
class mail rates on to the subscriber but by making a contribution in their own 
right. 

To illustrate this point the Daily Olympian, published at the State capital, 
has a home-delivery rate of $15 per year. Its net rate after paying the cost 
of delivery is $10.34. Within the county and in zones 1 and 2 where postal 
rates are nominal its mail rate is $10 per year or 34 cents less than its net 
revenues from carrier subscriptions. Bear in mind, too, that in addition to 
postage the newspaper bears the expense of addressing the newspapers mailed, 
arranging them in the order they will be delivered on each route, bundling them 
by routes, and delivering them to the post office. 

We are further at a loss to understand the implication of a subsidy to news- 
papers in the existing postal rate structure not alone because the pass-on to the 
public of any economic benefit has been so widely demonstrated but because the 
selective use of a low tax or other governmental charge to protect the end price 
of a product vital to the public is so common. In our State we have a business 
and occupation tax of three-tenths of 1 percent against the gross revenues of 
firms engaged in manufacturing. Our law makes an exception of the flour 
milling industry and fixes its rate at one-one hundredth of 1 percent. There 
is no contention voiced that the flour milling industry is being subsidized. The 
importance of holding the cost of bread to a minimum is universally recognized. 

It appears to us that the basic question which the Congress has before it in the 
currently proposed increase in second-class mail rates is whether the public in- 
terest dictates the continued encouragement of widespread dissemination of 
news and information. The postal rates proposed are certain to curtail severely 
the interstate and regional exchange of publications now transmitted by mail. 
Economic conditions within the newspaper field dictate the pass-on of any addi- 
tional postage and most newspapers have before them some subscription rate 
adjustment to meet the mail rate increases already authorized. The certainty 
that further second-class rate increases will price mail subscriptions out of the 
market in all but local zones is apparent to us. 

We have restated our position in relation to second-class rates us it applies 
to the pending rate proposal and to what we regard as the traditional function 
of the second-class mail privilege. We now raise a point which touches upon 
our interpretation of the action taken by the Congress on the rate question in 
immediately preceding sessions. 

All of the issues we raised in our previous general statement were advanced 
in somewhat similar terms by other mail users and were considered by this com- 
mittee in relation to a Post Office Department rate recommendation closely 
paralleling that which is now pending. The Congress rejected the earlier rate 
recommendation and created a Post Office Study Committee which it charged with 
the responsibility of investigating post-office procedures, practices and rates and 
of reporting its findings as a basis for future legislation. 

To lessen intervening post-office deficits a series of three 10-percent increases 
in second-class rates was authorized with the final increase of the series to be- 
come effective April 1, 1954. It was our interpretation of these two actions—one 
which we believe is reasonably supported—that no further increases in second- 
class rates would be considered until the study committee had reported and in 
no case prior to the effectuation of the increases already authorized. That com- 
mittee has not reported. Neither the Congress nor mail users have available any 
more dependable measurements of mail-user responsibility for post-office operat- 
ing costs than were in evidence here 2 years ago. Yet we are confronted with 
a proposal which provides for an almost immediate 25-percent increase in second- 
class rates and another 17 percent next July. We respectfully submit that equity 
dictates that action on second-class rates be deferred until the machinery created 
by the Congress to resolve the rate problem has had an opportunity to function. 

We cannot predict fully the impact of the proposed action on the general dis- 
tribution of newspapers throughout the country. Doubtless it will strike more 
heavily at weekly newspapers and at those geographic areas which because of 
topography or population distribution must rely heavily on mail deliveries than 
it will our members or the residents of the Northwest area. But this we can 
state. The proposed postal rate will create an economic barrier to the distant 
exchange of newspapers that will perceptibly diminish the flow of publications 
throughout the country. 
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In conclusion we repeat the summary of our previous presentation to this com- 
mittee. We want no subsidy. The public responsibility vested in newspapers dic- 
tates that we remain financially independent. We believe it is in the National 
interest that the widest possible dissemination of news and information be main- 
tained but we do not feel competent nor do we desire to stand in the position 
of advisor on the question of what financial support the National interest re- 
quires in this matter. The limit of the service we can render the Congress on 
this subject is our appraisal of the effect the proposed legislation will have upon 
the dissemination of news and information and upon the media responsible for 
their distribution. If the Congress finds that further consideration of rate ad- 
justments is necessary we ask that these adjustments be weighed solely against 
the National interest and the rights and welfare of citizens who must depend 
upon the post office for newspaper delivery. It is our judgment that a further 
increase in second-class rates will result in a material diminution of newspaper 
readership at a time when a well-informed people is the Nation’s greatest security 
force. 

Respectfully submitted. 


Allied Daily Newspapers of Washington: Aberdeen World, W. A. 
Rupp; Bellingham Herald, Charles L. Sefrit; Bremerton Sun, 
Alex F. Ottevaere; Centralia-Chehalis Chronicle, Ray W. 
Edinger; Daily Olympian, George Hayden; Ellensburg Record, 
J. Clifford Kaynor; Everett Herald, Robert D. Best; Longview 
News, J. M. McClelland ; Port Angeles News, Charles N. Webster ; 
Seattle Post-Inteltigencer, Charles B. Lindeman; Seattle Times, 
Harry H. Cahill; Spokesman-Review Chronicle, Wm. H. Cowles; 
Tacoma News Tribune, George F. Russell; Tri-City Herald, 
Kennewick, Glenn C. Lee; Vancouver Columbian, Ray L. Bach- 
man; Walla Walla Union-Bulletin, John G. Kelly; Wenatchee 
World, Wilfred Woods; Yakima Republic-Herald, Ted Robertson. 


STATEMENT BY THE CHAIRMAN OF THE LEGISLATIVE COMMITTEE, IRVING C. BOERLIN, 
DEPARTMENT OF AUDIO-VISUAL INSTRUCTION, NATIONAL EDUCATION ASSOCIATION, 
WASHINGTON, D.C. 


It is the purpose of this statement to oppose the proposed title II of H. R. 
9228. Following are some ideas pertaining thereto: 

1. In the interests of extending education and information to all people, the 
Post Office has traditionally transported educational and informational materials 
(such as magazines, books, and recently films and other audiovisual materials) 
at low rates, which encourage the use of such materials and the wide dissemina- 
tion of information. 

2. It is felt that under the language contained in title II, such a commission 
would be less sympathetic to the interests of education and lower rates for such 
materials. 

3. It is felt that the establishment of such rates is rightfully the prerogative 
of the Congress, and that in a democracy the Congress is the direct representative 
of the people. 

4. The cause of education can present its views on such low postal rates much 
more easily and with less expense before a committee of the Congress than it 
could before such a commission. Education would not have the extensive funds 
that are usually required to present a case before a commission to try to obtain 
favorable action. 

It is therefore urged that the House committee reject title II of H. R. 9228 as 
being opposed to the best interests of the people of the United States and to the 
cause of education in particular. 


Surr Sates Co., 
Chicago, IUl., March 21, 1956. 
House Post Office Committee, Washington, D. C. 


Dear Siz: We understand there is to be a hearing on Post Office bill H. R. 
9228 regarding the postal rate increases on third-class mail. Please be advised 
that our company is working on such a close margin of returns that any increase 
would put us out of business. 
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We are mailing approximately 6 million pieces of mail a year—our printers 
would suffer—our letter shop people will suffer, and a lot of people would 
definitely be unemployed. 

Our type of mail is delivered to the post office tied, sorted, and bagged, desig- 
nating where the mail should go to, which saves the post office a lot of labor and 
money. I am sure that from this kind of mail the post office does not run into a 
deficit. We would definitely advise against any increases in this catagory 
mailing. 

Respectfully yours, 
S. S. SPECHT. 





STATEMENT OF PAUL C. SMITH, PRESIDENT AND EpIror-IN-CHIEF OF THE CROWELL- 
COLLIER PUBLISHING Co. 


As president and editor-in-chief of the Crowell-Collier Publishing Co., pub- 
lishers of three nationally distributed magazines, Collier’s, The American Maga- 
zine, and the Woman’s Home Companion, I am submitting this statement in 
opposition to H. R. 9228 as recommended by the Postmaster General, Mr. Summer- 
field. 

Legislation concerning postal rates, especially second-class, vitally concerns 
and affects magazine publishers along with thousands of small daily and weekly 
newspapers. Individually, and collectively, 1 am sure, we are all deeply con- 
cerned with matters of principle and policy apart from our views on financial 
advantages or disadvantages accruing to our industry from use of second-class 
mailing privileges. 

My opposition to H. R. 9228, as now proposed, is predicated on both specific 
and personal reasoning. First, I am opposed to the provisions of the bill which 
take the policymaking authority out of the hands of the Members of Congress 
and delegate such vitally important authority to a politically appointed com- 
mission, not answerable to the electorate. 

Rather than considering the present proposed legislation, which involves 
sweeping and radical changes in the postal-service rates, it seems to me that 
the Congress of the United States should be concerning itself with the need for 
a more definitive statement of policy to guide the conduct of the Post Office 
Department. The present Postmaster General, Mr. Summerfield, through his 
official and public statements, seems committed to the view that the Post Office 
Department is a service to business and that, therefore, business alone should 
pay the costs of the services. 

I object to the basic premises of the Postmaster General in that they are not 
logical nor reasonable and are contrary to the historical principles established 
and reaffirmed by various Congresses of the United States. In particular, I 
Gbject to the application given toward use of second-class postal privileges. 

In my view the Post Office Department is not conducting a service exclusively 
for the benefit of business enterprise, and specifically publishers when second- 
class rates are concerned, but should and must be presumed to be conducting 
» service for all the people of the United States. In no sense are the publishers 
being subsidized by low second-class rates; it is the public, the readers, scat- 
tered throughout the 48 States, who are subsidized by being given the oppor- 
tunity to enjoy full and free discussion of the great issues confronting the Nation 
through the maintenance of equitable postal rates for publications. 

It is only through the free press of this country that our citizens have access 
to a permanent record of events and history through the medium of the printed 
word—a continuously available record playing a major role in defining and 
interpreting the contemporary world in which our free society seeks to survive. 
It is through this medium of the printed word that journalism, no less than each 
of our readers, bears equal responsibilities of citizenship in the defense of our 
Nation and society. 

To me. it does not seem logical for our Government, with the approval of 
Congress, to advocate the dissemination of information overseas through the 
foreign information program administered by the United States Information 
Service, and then contend that comparable service for Americans, already borne 
by citizens engaged in publishing enterprise, should also return a profit to the 
Government. Yet I believe that a strong, sound overseas information program 
is essential to our survival in the world struggle for men’s minds. At the same 
time, the job of informing people fully and accurately in order that they can 
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mprehend the crucial issues of today begins at home, here in the United 
states, and the cost of such education is borne by private enterprise, except for 
(he limited cost to the postal service. 

If the philosophy of the Postmaster General advocating the principle that 
the Post Office Department is a service to business and not to the people is 

gical, then why wouldn’t it be equally reasonable for our Government to 
throw the cost of all Federal Government Services upon business enterprise 
exclusively? It is not my understanding of our philosophy of Fede ral Govern- 
ent that the Department of Interior, for instance, should and must operate 
on a break-even basis, and that in order to do so, its financial burden should 
ve carried entirely by business enterprise. Thus it is, in my view, a complete 
inisconception to assume that the present postal-rate structure in any sense 
subsidizes the Particular business enterprises which are primarily concerned 
ith the communication of ideas, information, and entertainment to the people 
er our country, 

The communication of these ideas, information, and entertainment to the 
members of our free Society, the security of which depends largely on the in- 
formed judgment and participation of its individual] citizens, is a Vital part 
nh the whole framework of freedom. It is no more logical for the Postmaster 
General to insist that publishers be responsible exclusively for the achievement 
of the break-even point in the use of second-class facilities. than it is reason- 
able for the Government to propose that the motorcar industry Should alone 
and by itself carry the burden of the road net now required by the people. 

Here at Crowell-¢ ollier we believe the most important objective of journalism 


ree Society is to heip the individual see his world more ciearly, to under 
ta ( more fully. Private enterprise can perform this essential] function in 
i free society only if it is capable of making some Stiall return on the huge 
ipit 


investment involved. The past year 1955 marked the first time in over 





3 rs that a net profit was achieved by this corporation, and that protit 

amounted to only approximately 1 bercent of our gross revenue dollar and was 

achieved only by the most rigid application of improvements in operating effi 

cCleniey Yet the eventual postal rate increases proposed by the Postmaster 

General would, if applied to 1955, haye Wiped out completely this very harrow 
‘Zin of net profit. 

» Fowell-Collier’s current second-class postage costs Will amount to $1.1 £2,500 
or the first 6 months of 1956, or %.285,600 for the year. The rate increases 
Proposed would average close to 15 percent per year above current rates with 
vur estimated increase in Costs amounting to $171,375 in 1956, $51 1,124 in 1957 
685,500 in 1958. 

't should be borne in mind that these increases are in addition to the 30 

reent already added at the rate of 10 percent per year since April 1, 1952. 
Chis means that if the present recolnmendations were approved, Crowell-Collier 

ld have imposed on it a 69 percent increase over 1951. 

The obvious consequences of this postal rate increase on this company and on 

any other large and small publishers js Inanifest. Favorable consideration 
nay well be the death notice for many members of our System of 2 free press, 
ind certainly will necessitate a reappraisal of the role of communications media 

“ democracy, 

The Postmaster General has Stated that the publishing industrv—magazines 

| newspapers—is how more prosperous than before, and loosely compares 

‘ures and statistics of 1999 With 1955. As a publisher who knows irom actual 
experience, I can assure this committee that the magazine and newspaper pub- 
ishing business is now far less prosperous than it was in 1952, 1948 or almost 

other previous year one would care to nse for comparative purpose if we 
Speak in terms of total net profit, the only trne criteria of o7 erations, 

If Congress agrees with the Postmaster Gy neral that the principle of second 
class rates established in the publie interest jn 1879 and reaffirmed again and 

“in by various Congresses is no longer valid, that is another matter. Congress, 
[ know, has the power to change longstanding policy any time it thinks such a 
“use to be in the public interest, 

My position is that in considering such principles and policies Congress, and 

administration, must transcend matters of finances and break-even points, 
nd consider the Vitally important questions of preserving an informed publie 
our own country and insuring an objective form of journalism Serving a 
emocracy, 
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Our magazines, like the other 25,000 publications entitled to use the privileges 
of second-class mail, are services to the American people and, like the Post Office 
Department, not to business enterprise. It is not the publishing firm which 
benefits from the present principle of low rates, it is the individual, the reader, 
the public, the American citizen. That is the way it should be. 

The CuatrrmMan. Mr. Cole is the last witness today. There will be 
no more hearings on the postal rate legislation until after the Easter 
recess. The next hearing will be on Tuesday, April 10, at 10 o’clock, 
when the hearing will be resumed on this legislation. 


(Thereupon, at 5:15 p. m., the committee adjourned to reconvene 


April 10, 1956, at 10 a. m.) 


aT 


ae 








POSTAL RATE REVISION 


Bi TUESDAY, APRIL 10, 1956 


Tlouse or REPRESENTATIVES, 
ComMiIrree ON Post Orrice AND CrvIL SERVICE, 
Washington, D.¢. 

The committee met at 10 a. m., Hon. Tom Murray (chairman) pre- 
siding. 

The Cuatrman. The committee will be in order. 

This morning the committee will resume hearings on H. R. 9228, 
a bill to increase certain postal rates. 

The first witness scheduled to appear before the committee this 
morning is Mr. Charles FE. Sweet, Agricultural Publishers Associa- 
tion, Chicago, Ill., representing the Capper Publications, State of 
Kansas. 


STATEMENT OF CHARLES E. SWEET, AGRICULTURAL PUBLISHERS 
ASSOCIATION, CHICAGO, ILL. 


Mr. Sweet. Mr. Chairman and members of the committee, my name 
is Charles Sweet; my company is the Capper Publications at Tope ka, 
Kans., but I am representing the Agricultural Publishers Association, 
which is a group of 35 farm papers. 

I believe all of you have the statement which I have submitted and, 
with your permission, I will not attempt to read it. I think you 
can read it quite as well as I. 

The Cnatrman. It will be made a part of the record and you can 
highlight the statement and make any other comments which you 
think are pertinent. 

Mr. Sweet. I shall try to do that. 

(The following is the statement filed for the record by Mr. Sweet :) 


STATEMENT BY CHARLES E. SWEET, AGRICULTURAL PUBLISHERS ASSOCIATION 


The following is a summary of the most important points to be presented in 
the statement of Mr. Sweet: 

(1) Association represents 35 publications reachng all States of the Nation; all 
paid circulation; distribution almost entirely by mail; total circulation 13,- 
875,926 June 1955; smallest 11,129; largest 3, 721,345; listing in statement. 

(2) Does not object to an increase in second-c lass rates as such. 

(3) Opposed to enactment of H. R. 9228, primarily because of the premise 
on Which presented, namely, that the Post Office is solely a business, that as such 
it has a sizable defiicit, and that the deficit is completely unjustified. 

(4) Recommends that Congress establish a policy defining, on a percentage 
basis, that portion of the postal services which is a Government obligation 
and that which should rightfully be paid for by the users of the mails. 

(5) Only 15 percent of the entire cost of the Post Office is not charged to the 
service feature, while 85 percent is paid for by postal revenue. Contends that 
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even 25 percent could be charged to service and the taxpayer would still be 
getting a “bargain.” 

(6) Objects to the year 1932 as basis for second-class rate comparison ; main- 
tains that it should be 1934-52. 

(7) Disapproves of the cost-ascertainment system as a basis for ratemaking; 
system does not reflect true charges as certain ones would still exist even 
though the activity in question was eliminated. 

(S) Believes that rate changes should wait for declaration of policy regard 
ing “service” by Congress. 

(9) Believes that rate setting is, and should remain, exclusively the respon- 
sibility of Congress. 


STATEMENT ReGArpinc H. R. 9228 MApE oN BEHALF OF THE AGRICULTURAL 
PUBLISHERS ASSOCIATION BY CHARLES E. SWEET AS REPRESENTATIVE OF THE 
ASSOCIATION AUTHORIZED BY ITS BOARD OF DIRECTORS 


The Agricultural Publishers Association is an association of farm publications, 
organized under the laws of the State of Illinois. 

The present membership is 35 publications, which together reach the farmers 
of all regions and all States of the Nation. By commonly accepted definitions, 
the membership breaks down as follows: 26 State farm papers, 4 sectional farm 
magazines, 4 specialty farm magazines, and 1 national farm magazine. 

All are members of the audit bureau of circulations; all are paid circulation ; 
all are distributed almost entirely through the mails, and their audited paid 
circulation is a matter of public record. 

The names and circulations of the member publications follow: 





NCIS (0a a Se eee ae 2, BOG 
The Arizona Farmer___—----~ Slit sea at ccs cans masta ceacice ana Rita tata oe snsincaiicclnen » 129 
The Arkansas Farmer__.._-_~_-__~~_ cee a a Se ei oe Sia eae t 563 
UCR INO og ins 8 a a. adicemai wiles delat wid Ata haebdcboentetateavietebantes 5, 890 
CSORIRE GB SR a ee inns ie i, 670 
CN tape daesieaineimrtia whine acd cae 25, 791 
Colorado Rancher and Farmer______------_~ ce a a eae eS oe 45, 380 
TaN © Ir MC RII oe SE ek he er A ee ee 104, 576 
Farm and Ranch-Southern Agriculturist__..........._..______-_.___ 1, 300, 801 
I mT Se a a a Nk 267, 123 
BE Te I ne 418, 094 
Sr al el en ican ch alee sedis migra adaasabeonebince 3, 721, 345 
Sree in| nO’ UD URE RN sh asec pe ele ga cteati tes 25, 292 
Hoard’s Dairyman__-_- epic dia ted nthe Sncstadh te hess niches PRE RS e Bhae ad 327, 935 
Sa a a rt 36, 454 
I a aa i 109, 772 
Michigan Farmer as ere ec. ae tad aiden Meihstinimphigten cceiapetatnie tect os 142, 694 
rman IRANI pS pe A oe aS 132, 664 
PURINE «700 00k RINDI CEC icc eahicrelilecanie tance SE a 33, 262 
ee ee a, a ee Se as Se eee se sedis 246, T55 
The Nebraska Farmer _-_ i Dict hte ienscshadsinapasigionebetbatciiaaadintiacncalares dooenetctedbct aa 120, 024 
ane IE) asc epilaincs aaah een ee ioe ese 14%, 408 
I a 156, 123 
a a a 56, 405 
IN OI i ci a lata cst cit DE i ind ce casa 141, 607 
I ae a re ea ee ees 382, 97: 


Ie rE Ti Ig i a 389, 735 


Cath “ale IRIORAIIER PO: UN a a he 1, 265, 530 
TUNG: (RII NE 8 2st aS Be a a ee 409, 308 
Successful Farming. _-—- neil sh ris cain citi eh eek Oe i aig ee 1, 310, 202 
The Utah Farmer _..___... i a a en 19, 340) 
Wallaces’ Farmer and Iowa Homestead_________________________ 309, O76 
The Washinton Ferme on ee ec a re os 84, 580 
ITN cir RIN a 156, 041 
iy RACINE), PAR RR GAT al Tai iii et ee 200, 771 


Circulation: Average net paid for period ending June 30, 1955 (except Farm 
Journal, average September to December, inclusive, 1955). 
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The Agricultural Publishers Association, speaking on behalf of its members, 
and without any expressed authority, believing that it also represents the opinions 
of more than 200 smaller nonmember farm publications, is opposed to the enact 
ment of H. R. 9228. 
Opposition per se to any increases in second-class postage is neithe 
nor to be implied. 


Basically our opposition is against the fallacious premise upon which H. R. 
9228 has been presented: namely, that the post office is solely a business, that as 
such it has a sizable deficit, and that the deficit is completely unjustified. 

We vigorously deny that the post office is solely a business or a public utility, 
and that it should be operated upon a balanced budget of postal revenue 
expenses. We contend that the post office was established and has been main- 
tained as one of the service departments of the Government; that as such it 
directly affects the economic, social, and political life of the entire population and 
not just portions of it: that it directly contacts and serve 
than any other service department; and that 
revenues is low. 

This association, in common with other associations, groups, and individuals, 
has called upon Congress to set a policy for the conduct of the post office ; namely, 
to define what portion of the postal services and expenses are a governmental 
obligation, assumed on behalf of the general welfare of the Nation, and what 
portion is rightfully to be paid in full by the users of the mails. 

When and as such a policy is formulated by Congress. it would seem certain 
that it would be upon a percentage basis. No other method could probably sur 
vive the changing economic conditions, 


r expressed 


‘SS and 


‘S more of the population 
its present cost from general tax 


the changing money values, and the con 
Stantly changing volumes and scopes of the postal services. 

If you believe, as we do, that such a declaration of policy by Congress is 
inevitable for the proper conduct of the post office, would you care to hazard a 
guess as to what part of the costs would be a proper charge against the general 
welfare of the Nation? Would it be 3314 percent: would it be 25 percent: would 
it be 20 percent? 

The question, of course, need not be answered now. It only leads into the fact 
that at present postal revenues pay approximately 85 percent of the entire costs 
of the post office and that only 15 percent is a charge to the 
the United States. 

This, we contend, is the lowest cost Service the people of the United States 
receive from government: and would still be the biggest “bargain” to the tax 
payers if it were as much as 20 percent or even 25 percent. For every other gov 
ernment service the taxpayers pay 100 percent of the costs, and this extends 
right through national, State, and local government. Police and fire departments 
are not supported only by those who have occasion to use their services. 

Right here we cannot refrain from pointing out that so-called public demand 
depends a great deal upon how facts are presented or questions asked. 
these two hypothetical conversations; for example, you 
neighbor back home: 

(a) “Here comes our postman. Do you know that fellow and all his 
coworkers cost us taxpayers only 15 percent of all their salaries and other 
expenses? All the rest is paid for by the mail we send out and re eive, but 
that policeman across the street costs us 100 percent of his salary and 
other costs,” 

(b) “Here comes our postman. That fellow and all his coworkers nick us 
taxpayers for a cool $385 million a year. That is over a million dollars a 
day.” 

The type of public reaction you would get in each case is obvious. 

Now a few examples of what the Post Office has cost the people from tax funds 

Average 1876-77-78: In this 3-year period, before second-class rates were 
even established, tax revenues paid 151% percent of the total costs. 

Average 1921 to 1930 inclusive: 
is now called the roaring twenties 
rose each succeeding year, 
8% percent. 

Average 1931 to 1936 inclusive: This period selected because it was depres 
sion and postal revenues never reached the level of 1930 until the year of 
1937. Percent of Post Office costs paid from general funds, 151% percent. 

Average 1946-1953 inclusive: Postwar period, a time of terrifie and rapid 
expansion. Percent of Post Office costs paid from general funds, 22 percent 


general welfare of 


Consider 
Speaking to your 


This period selected because it was What 
» a period of prosperity and postal revenues 
It was a low cost period for public funds, only 
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(All percentage figures calculated on basis of thousands of dollars, and 
“Audited postal revenues” and “Audited postal deficits’ from Dr. Jules 
Backman’'s book Rate Policies and Rate Practices of the United States Post 
Office. ) 

The statement has been made and appeared in public print that second-class 
postage rates were only 3 percent above those of 19382. Such a statement is so 
obviously unfair that it must be branded as a deliberate attempt to mislead. 
Surely the Postmaster General knows that the rates in effect from July 1, 1932, to 
July 1, 1934, were temporary rates, enacted as such and revoked by the VDost- 
master General in accordance with the law ; and that the increases affected only 
the advertising portion of publications and did not change the rates on reading 
matter at all. The true comparison is that second-class postage rates since 
April 1954 are 30 percent higher on all portions of publications than they were for 
the period of July 1, 1934, to April 1, 1952. At the latter date they were increased 
10 percent and again increased on April 1, 1958, and April 1, 1954. 

The association again registers its disapproval of the cost ascertainment system 
as a basis for ratemaking, or for claiming specific deficits on any class of mail. 
The situation has its counterpart in private business, where an integrated de- 
partment or division shows no profit (or an actual loss) by the company’s cost 
allocation system. However, closer study often reveals that if the department or 
division were eliminated it would result in a greater loss because certain charges 
were made under the allocation system could not be eliminated and were greater 
than the bookkeeping loss shown. 

The association believes that enactment of H. R. 9228 is not warranted at this 
time: that Congress should declare by resolution and not by inference a policy 
for the Post Office: that when such a policy shall have been declared the subse- 
quent postal law should materially revise the postal rate structures and make 
various other provisions to the end that such part of postal services as are a 
business operation will be on a logical, business-like basis. 

The association further believes that the setting of postage rates is exclusively 
the responsibility of Congress, and that such responsibility should no more be 
delegated to a commission than shonld the rates for excise, income, and other 
taxes, 


Mr. Sweer. I should like to underline 1 or 2 statements. One is 
that the opposition, per se, to any increase in second-class postage 
rates is neither express nor implied. By that, we very definitely 
mean that we are not irrevocably against any second-class increase. 
We do happen to be opposed to this particular bill. 

We also vigorously deny that the Post Office is solely a business or 
public utility and I should like to elaborate a little bit why we think 
that is very definitely so. If it were a business, I think we should 
expect it to be run on business principles throughout and not only 
here and there. I think I am safe in saying that historically and 
even by written direction—certainly by the direction of Congress 
and the administration—for years and years the Post Office has been 
required to render mail service to all classes of people in all parts of 
hes country wherever they may be. It does not make any difference 

hat the Post Office or mail service cannot of itself pay for itself. By 

hat I mean that we have many, many small post offices which were 
established which could not in any way pay for themselves. No busi- 
less, at least none that I know of, is run on such a basis. Also, if 
you were running anything on that basis in a business way, it would 
probably follow the same pattern as a business. And I think you 
are all well aware that in the big chainstores, particularly such stores 
as the A. & P. and the Safeway, and so on, their number of units is 
far, far smaller than it was some years ago. 

I think, also, if we were running this solely as a business, we would 
lave rates established on a businesslike basis. By that I mean that 
the rates for any class of business would be the same for all users of 
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that class. That is a principle which is in a great many Federal laws, 
such as the Robertson-Patman Act, where you have to sell at the 
same price in the same quantities. There can be no discounts. Now 
we do not do that with second-class matter; we never have had it 
and, until we do have it, I do not believe we are quite on a business 
basis. Iam not going to argue it at any length. 

I have heard an awful lot about the public value, general welfare, 
and that we thoroughly believe in. We do not know what part of 
the postal service is public welfare; we do know that an important 
part is. That is where we have asked, along with many others, that 
Congress set a policy of what part of the Post Office is public welfare 
and what part is really a business and for which the users of the mail 
must and should pay their way. Until that is established, we feel 
that this question of the postal deficit: is not necessarily so important 
as it has been made out to be. By that, we do not depreciate the fact 
at all that the postal deficit is large; that it should be smaller; but 
the fact that it is $385 million or $450 million, whatever it may be, 
we are not particularly overawed about. Personally, quite a few 
years ago, I ceased to be overawed by what the New York pattern 
was in our telephone figures, where we are speaking in billions, and 
so forth. As a matter of fact—and we point this out on the second 
page—at the present time the present postal deficit is only about 15 
percent of the entire cost of the Post Office. That is also not far off 
of what it has always been. Of course, it is many, many millions of 
dollars greater than it used to be; but so is the postal income many, 
many millions of dollars greater than it has been. Asa matter of fact, 
there is a figure used, I believe, by the Postmaster General in which 
he called attention to a certain magazine in which the income from 
1932 up to 1955 had gone, as I recall, from a figure of something like 
$80 million to$159 million. If that figure is correct, it was an increase 
of 2 or 2144 times. Now in the same period of time, the income of the 
Post. Office Department from 1932 to 1955 has increased 459 percent. 

Another pomt in connection with that. I have here, which you 
are probably familiar with, a release entitled “Post Office Depart- 
ment Information Service” and it is dated for release March 17. 
The information in it is about the Postmaster General’s testimony 
and on page 3 I quote: 

The Post Office Department today is like the housewife who might be com- 
pelled to live at today’s 1956 costs if her income were reduced back to 1932 
levels. 

Now that statement on the face of it sounds pretty good; but 
remember it says “income” here, and the Post Office income has gone 
up, I believe, about 459 percent. So maybe the Post Office is having 
a very much larger income. | 

Also, in this matter of rates, we keep talking about basic rates, that 
is, the 3-cent postage, and the same second-class postage, and so 
forth. Now rates as a base are one thing; income and total income 
is quite another. I should like to point out that I took the trouble, 
with one.of our companies and by “our” I mean the Capper Publica- 
tion Farm Papers, to see what eur base rate change was. In publish- 
ing, your base rate is your cost per page per thousand; that is the 
base. That is the same as a 3-cent stamp, let us say. In 1932 to 
1955, our base rate had increased 22.2 percent up until March 1 of 
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this year. It is now 27 percent. At the same time, our base postage 
rate had increasd 30 percent. We are not kicking about that; we are 
just pointing out that base rates do not indicate either how much 
income you are operating on, or whether or not it should be profitably 
oper: ated. 

I pointed out in our statement a little thing that shows a rather 
corny type of thing, of how different impressions can be created 
by the same basic facts. In other words, if you say “Here comes our 
postman; do you know that fellow and all his coworkers cost us tax- 
payers only 15 percent of all of their salaries and other expenses and 
all the rest is paid for by the mail users” and then, if you say in 
another way “Here comes our postman: that fellow and all his 
coworkers nick us taxpayers for a cool $385 million a year and that 
is over a million dollars a day.” you are going to create two quite 
different impresions. And it is our feeling th: it some very erroneous 
impressions have been created about postal affairs. 

1 should like to point out also on this matter of rates that it is 
quite true, and T am quite willing to give credit where credit is due, 
that in the past 2 or 3 years we have seen some very good changes in 
the Post Office procedures. We have seen a lot of redt: ape cut out 
which has been beneficial to the Post Office; it has been beneficial- to 
the users. But I have not seen as yet any basic changes to the point 
where we feel we can get in and pitch to the end that we may have a 
good, sound postal procedure. 

lam going to have to ask you in this illustration to use your imagi- 
nations a little. To point out why we do not have a good basic rate 
structure, here are two publications. You can see they are identical 
in size. For some of this, I am going to turn one of these around 
and say that it is entirely a different magazine. The first magazine, 
we will say, carries 60 percent advertising; this second magazine, 
which is exactly the same size, we will say carriers less than 5 percent, 
or none. Now in that part of the Post Office which is a business 
operation and which we readily agree should be a business operation, 
I should like to assume if each one of these has 1 million copies going 
through the second-class entry and going, let us say, to the same zones, 
so far as the Post Office is concerned its cost for the two is identical. 
It must handle, in either case, 1 million copies. It must also pay 
the same railroad rates and, therefore, its costs are the same. 

Now I would like to ask if it is not just ordinary good business 
sense that the two of them should pay the same. But they do not. 
This first one will cost, with advertising, about 214 times what this 
second one will. 

The Cuatrman. Do you know what the revenue on account of the 
advertising amounts to for the company ? 

Mr. Sweer. I could not tell you that. 

The Cnamman. But you do not get revenue out of the reading 
matter. do vou! 

Mr. Sweer. There are two ways to making money and that, I think, 
is the end of publishing. One is to sell at a high enough price and a 
low enough cost of production. In other words, if we are starting, 
let us say. from my shoulders and going up by this balloon up above 
my head, I can go this road of low-cost printing and high-cost revenue 
from subscriptions. or I can go over this road where most of the 
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evenue comes out of advertising matter. Now we might go right up 
the middle road, which is true of quite a lot of magazines, is true of 

e daily newspapers, where most of the revenue comes from adver- 
\ising, but part of it comes from subscriptions; but the ultimate end 
; how much they make in the end. And, as I say, from the stand- 

int of the Post Office I do not believe it makes any difference really 

nd essentially as to whether the man is making money, or not; the 
ost to the Post Office is the same for handling the two publications. 

Mr. Rees. But is not this true, that it is claimed that the reading 
utter should go through at a sort of preferred rate, and so on, be- 
use it is reading matter and belongs in the educational and infor- 
ational field, and the other one is advertising? So I think the 
hairman’s question is proper. 

Mr. Swreer. That is quite true; that has been true historically. 

Mr. Moss. I have a question at that point: Is not that illustration 
ne to prove that the Department, at least in the past, has not been 
cooked upon as a business but, in many respects, as a public service ‘ 

Mr. Sweer. I think that is entirely true, 

Mr. Moss. Because if it were a business selling you service, if 
ould be of little concern to the business whether you were making 
oney or losing money. 

Mr. Sweer. That is ‘quite right. 

Mr. Moss. But because there is a public-service factor involved— 
the dissemination of information—there has been a different rate 

xed even though the cost to the Department is the same. 

Mr. Sweer. That is quite right. 

Mr. Rees. I just want to get this thing straight. Do you think there 
should not be any difference in the charges on a magazine that 1s dis- 
-eminating information and on one that is almost entirely advertising ¢ 

Do you think the charges against the two magazines ought to be the 
same? Tam trying to find out what your position is. 

Mr. Swerr. Yes. 

Mr. Rees. You think they ought to be the same ? 

Mr. Sweer. Speaking personally, now, and not representing the 
igricultural publishers, I very definitely do. You have already—and 
you should have—limitations on how much of a magazine or any 
publication can be advertising, and how much must be editorial mat- 
ter, in order to have the second-class e ntry. Now, if you have that in 
there and then your charges are based upon zones and pounds, you are 
coing to have a structure, I believe, which on the one hand will be 

readily adjustable and, on the other hand, will be fair to everybody 
coma and, incidentally, save considerable cost to the Post Office 
Department as well as in the offices of the publishers. 

Mr. Rrrs. This is repetition, but following Mr. Moss’ inquiry, do 
you think the magazine that just barely comes under the line so far 
us reading matter 1s concerned should pay the same for three- quarters 

‘ two-thirds of advertising—I do not know how much it is—as a 
magazine of a similar size that has hardly any advertising? Do you 

think that both ought to go through at the same rate? 

Mr. Sweet. Surely. 

Mr. Rexs. And the question of advertising should not get into the 
picture at all on rates? 

Mr. Sweet. Should not enter into it. 
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Mr. Rees. In other words, you do not think advertising ought to 
affect the question of rates of the magazine at all? ; 

Mr. Sweer. Not so long as you keep it within whatever limit you 
set. You certainly cannot let it get over into third-class matter; but 
you already have a rule— 
* Mr. Rees. Suppose you do not have a rule, or we change the rule, 
would you do that? All I am trying to get at is this: From your 
statement it seemed to me you thought that the two magazines of the 
same size, irrespective of advertising, ought to go through at the same 
rate. 

Mr. Swerr. That is right. Now please understand I do not mean 
at a low rate; I mean at a rate which would be at least as high as 
second class is now. 

The Cuarraan. All magazines have increased their subscription 
price, have they not, over the years ¢ 

Mr. Sweer. Sir? 





The CHairnman. The magazines vou represent have increased their 
subscription price in many cases ¢ 

Mr. Sweet. The magazines that I represent ? 

The CuarrmMan. Yes. Here is a list of 18. 

Mr. Sweet. Thirty-five. I believe I could not answer that defi- 
nitely. I would say that over the years no more than half of those 
have increased their subscription price. 

The Cnarrman. How about the increase of advertising space in 
those magazines ? 

Mr. Sweer. That has been increased. 

The Crarrman. It has increased several times, has it not ? 

Mr. Sweer. It has increased several times; yes. 

The CrarrMan. So you are not opposed, per se, to an increase in 
the second-class rates. You think there should be a reasonable in- 
crease in second-class rates, then ? 

Mr. Sweet. I think if you provide that, you should also increase 
first-class rates, 

The CHatrman. Are you for increasing first-class rates? 

Mr. Sweer. Am I? 

The CHarrman. Yes. 

Mr. Sweet. Speaking for myself, yes: I have been for some time. 

The Cuatrman. Do you favor an increase to 4 cents on first-class 
mail ¢ 

Mr. Sweet. Yes. 

The Cnatrman. How about an increase on third-class mail ? 

Mr. Sweet. I am not competent to speak on that, because I have so 
little knowledge of the third-class mail, or the rate at the present time. 

The Cuatrman. If Congress should approve an increase in the first- 
class rate from 3 to 4 cents, how much do you think the second-class 
rate should be increased ? 

Mr. Sweer. Oh, about half of what you propose in the bill. 

Mrs. St. Grorce. Mr. Sweet, I notice you have made the statement, 
and it has been made by a great many people before this committee. 
that vou do not fee] Congress has a definite program as to what the 
Post Office Department should be: that is, whether it should be run 
as a business entirely, or be run as a public service. Now I feel we 
have such a policy and I think it is spelled out in this bill, H. R. 9228, 
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and the policy is, of course, to assist second-class mail for the reason 
that Congress believes, and has believed over the years, that you > 
disseminating useful information and your publications should be 
given a certain subsidy. 

Now in this bill we increase the revenue $17 million, but the addi- 
tional cost for carrying the second-class mail is $221 million. So, you 
see, we are not putting ; this thing at all ona paying basis. And when I 
say $221 million, that is only the additional cost ; that does not mean 
the underlying cost. So the second-class mail will still be carried at 
a very considerable loss ; by no means is it being asked to pay its way. 
And that is being done, as I see it, because that is the policy and it is 
the general feeling throughout the country, and also of Congress, that 
there should be a certain subsidy given to second-class mail. 

Now do you mean to say you object to that small increase—because it 
isa very small increase when broken down’ You say, and properly so, 
you believe the first-class mail should be increased. You believe that, 
certainly. Well, if you believe that, do you not think the second-class 
mail should also pay this small addition which by no means will pay 
the freight? Do you not think that is a fair request ? 

Mr. Sweer. I do not know whether I would agree, Mrs. St. George, 
that a 30-percent increase is a very small amount. 

Mrs. Sr. Grorce. Well, would you approve of it for third class ¢ 

Mr. Sweer. In the second-class mail, we have already taken a 
30-percent increase prior to that; so if we took this it would become 
60-percent increase over what I might call the historic rates—at least 
over the rates which obtained for very many years and under which 
we had both our historic deficits and also 2 or 3 years or more of profit. 

Mrs. Sr. Grorcr. But we also had a 30-percent increase in the first- 
class mail rate in 1932. 

Mr. Rees. Fifty percent. 

Mrs. Sr. GrorGe. Yes; 50 percent. And you may remember that was 
done on the basis it would be just a temporary increase. Apparently 
that was absorbed without too much difficulty, because we still have it 
and there has never been any suggestion of repealing it. Now there 
is the question of increasing it again to which, also, it seems to me there 
is very little opposition. “T am sure your advertising rates have in- 
creased, I would venture to say, since 1932, by about 50 percent in the 
magazines. 

Mr. Sweer. I . pointed out, Mrs. St. George, that our basic rate has 
increased only 22 percent up to the Ist of March, and now to 27 per- 
cent. Now it as true that the advertising rates go up, but not for 
the same volume of business. In other words, if you have a publica- 
tion which has a 100,000 circulation and increase it up to 150,000, then 
your advertising rate is going to take a big jump; but it may not take 
a jump at all on ‘the basis of cost for 1,000 copies delivered. 

Mrs. St. Georce. That is certainly true. But do you not also think 
in most of these publications, your own included, the advertising rates 
have increased tremendously since 1932? The circulation of most of 
these magazines has cert: uinly 1 increased ; it has not remained stationary. 

Mr. Sweer. That is not true in the farm-paper field except in a few 
instances, for the very simple reason that we are limited in how much 
circulation we can get and, as you probab ly have noticed, farms are 
fewer and fewer. As a matter of fact in Mr. Rees’ State of Kansas, 
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we have now, I think, 57,000 fewer farms than we had when I was a 
youngster there on that paper; and the paper has about 15,000 less 
circulation than it had. 

Mrs. Sr. Grorce. Nevertheless, there are some of your farm papers 
that have iner eased ¢ 

Mr. Sweer. Yes; there are some which have increased. 

Mrs. Sr. GEORGE. cae have increased all over the United States. 

Mr. Sweer. This has increased from 1,200,000 to 1,400,000, but in 
the last 10 years. It has taken it 10 years. 

Mr. Gross. Will you address yourself briefly to title 2 which pro- 
vides for creation of a commission to fix rates? What is your reaction 
tothat ¢ 

Mr. Sweer. We do not believe that a commission is the proper way 
of fixing rates for Post Office any more than a commission is the way 
for fixing rates for any type of tax or revenue that the Government 
sets up. For one thing we believe that so long as Congress has charge 
of the Post Office, that therefore it must act in that capacity and it 
cannot very well pass it on to some commission. 

It has been recommended, and I think we have approved it, we have 
approved the idea of a ratemaking structure which had no authority 
to change rates except really to come in and give you the total picture 
on that. 

Mr. Gross. What, in your opinion, is the reason for the provision 
for arming the Commission with power of subpena, perhaps to sub- 
pena you with the records of your publishing companies to come to 
Washington and testify in a rate hearing?) Why that power? Do 
you care to comment on that ? 

Mr. Sweer. Anything I would have on it would be just purely a 
matter of opinion. I do not believe I would like to express an opinion 
because I could be so wrong, and therefore I could do injustices. 

Mr. Ceperserc. Do I understand you are not appearing before the 
committee today representing the publications pleading poverty ? 

Mr. Swrer. We are not pleading poverty at all. 

Mr. Creperserc. If a rate increase is passed, a reasonable increase, 
your publications can stand it without too much problem ? 

Mr. Sweer. I think it would be a hardship upon a few of them. It 
would not be a hardship on all of them. 

Mr. Creprerserc. What is your basis for opposition, then? We have 
a deficit in the Post Office Department which is a tremendous deficit. 
You state you are not overawed. I happen to be old-fashioned enough 
to be overawed at any deficit. What is your basic opposition, then, to 
arate increase ¢ 

Mr. Sweer. Sir, we have been fighting—and I use that word rather 
loosely—we have been working for a number of years to try to get a 
policy for the Post Office Department, a policy Which will say “that 
so much, a certain percentage, or this, that, and the other, a certain 
part of the Post Office isa public service. The rest of it is a business. 
When we get that, then os Ublioes we can set rates and set rates fairly, 
not only fairly but this has been going on to my certain knowledge, 
Mr. Rees’, Mr. Murray’s, for a great many years, the same arguments 
year after year after year, and we come down the same way and we 
vet through , 

Mr. CeperserG. Don’t you believe your ex: imple of the two maga 
zines indicates there has been some policy determination in the past ? 
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If not, both of them would go for the same rate. Policy must have 
been decided some time ago that one should go for less than the other. 

Mr. Sweer. On that kind of a policy; yes. There are many ex- 
amples of that, because you have preferential rates of all kinds. You 
have preferential rates ‘for the blind, preferential rates for religious 
publications, and so on. That policy is not the policy we are talking 
about. We are talking about this police: y as to whether the Post Office 
Department should operate as completely self-sustaining from its 
revenues from postage. 

Mr. CeperserG. You are talking about a percentage of second- 
class mail, for example, which should go as a public service and a 
percentage should pay its own way, and you want a policy determina- 
tion on that ¢ 

Mr. Sweer. No; only putting it as simply as this: If it were 
determined that 20 percent, and I pick that out of the air, and please 
understand I am not advocating that but I am just picking it out of 
the air for purposes of illustration, if it were decided that of all the 
post office services of all kinds that about 20 ~ ent of the costs should 
be borne for the general welfare of the Nation, then you have 80 
percent which becomes strictly a business operation and for which 
surely you can then set rates which will be fair and which will operate. 

Mr. Ceperserc. You mean 20 percent of the overall budget of the 
Post Office Department ? 

Mr. Sweet. Yes. 

Mr. JoHANSEN. I would like to refresh my memory to be sure ] 
understood you correctly. You said earlier, I believe, that you had 
no objection to the proposed increase in first-class rates ? 

Mr. Sweet. I said personally I did not. 

Mr. Jouansen. I don’t know whether I can sharply distinguish 
between your official testimony and your personal testimony, but you 

say in your official statement here that you do not believe there should 

be any rate changes until there is this declaration of policy. It seems 
to me there is a ‘complete contradiction in your testimony. You are 
perfectly willing to go ahead personally with an increase in the first- 
Zi rate, but you do not want a rate increase officially until there 
has been this determination of policy. Can you straighten me out ? 

Mr. Sweer. I can either do that or confuse you more. When the 
chairman asked me if I had objected to an increase in first-class, I 
was not thinking in connection with this particular bill before the 
House because I have been in favor of an increase in first-class for 
+ or 4 years. 

Mr. Jouansen. How can you favor it for first-class for 3 or 4 years 
without reference to this all-important determination of policy if now, 
when it comes to the increase in rates specifically proposed in this bill, 
that determination of policy suddenly becomes the prime concern 
which must first be resolved’ That is what I cannot reconcile. 

Mr. Sweet. I should say, sir, that before any increase is made ] 
should like to have the determination of policy. I believe that I 
have a right to predetermine certain factors of what I believe should 
he in that policy and the ratemaking structure thereof. 

It happens on first-class that maybe I have predetermined that in 
Why mind. 
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It also happens that I said a moment ago that when that policy was 
determined, or if we had these increases, that I did not object to some 
increase in second-class. 

Mr. Jonansenxn. What would be your recommendation, then, to this 
committee as to the percentage that should be regarded as tax sup- 
ported and the percentage that t should be serviced ? 

The witnesses come in here, Mr. Chairman, with that argument, 
- I do not see any tangible recommendation as to what the division 
s which they favor. 

Mr. Sweer. That is a pretty hard question to answer when it has 
been before both this committee and the committee of the Senate for 
some time and they have not answered it. 

I have pointed out here that historically the operation has been on 
about a 15 percent deficit. Whether that is right or not it is some- 
where in the region of a starting point, is it not ? 

Mr. Jonansen. If this bill consisted simply of an increase in the 
first-class rates and did not in any way involve the second-class rates, 
would you be raising this issue at all with respect to the determina- 
tion of policy? 

Mr. Sweer. I would be raising the issue but I would not be here 
representing the agricultural publis shers because I am here represent- 
ing only the second-class matter. 

The Cuatrman. Let me state to the committee we have six more 
witnesses scheduled this morning in addition to Mr. Sweet. He has 
already occupied about 40 minutes. We will not be able to accom- 
modate these witnesses this morning unless we make better speed. 

Mr. Creretta. You'said you are representing the agricultural pub- 
lieations. In what capacity do you represent them? Are you a mem- 
ber of this association ? 

Mr. Sweer. I am a director of the association and have been since 
about 1939. Tam past president of it, at which I served for 7 years, 
and I am chairman of a committee which deals with all Government 
activities in which we have contact, and as such I am appointed and 
contirmed by the board of directors and for this specific meeting here 
was reconfirmed. 

Mr. Crereiia. Are they profitmaking organizations? 

Mr. Sweer. They are, sir. I was inclined to say 

Mr. Crereita. It sounds a little like “What's My Line” but are they 
a profitmaking organization ? 

Mr. Swerr. Yes, sir. 

Mr. Creretia. On page 1 of your statement you make the claim 
that this obligation should be assumed in behalf of the general 
welfare of the Nation. What do vou maintain is the general wel- 
fare of the Nation for a profitmaking organization to be subsidized 
by the Government ? 

Mr. Sweer. Would you mind repeating that, sir? 

Mr. Creretta. What do you mean by stating that this obligation 
should be assumed in behalf of the general welfare of the Nation? 
What is general welfare to which you have reference on page 1, 
second from the last line of your prepared statement ? 

Mr. Sweer. The general welfare, I would say-here, sir, and I am 
ifraid I may not have time to go into it, is both economic and social. 
In other words, we can get clear off talking about the educational 
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value, and I think there is no question whatever that in the farm 
publications we can prove that very, very definitely. 

The next thing is the economic welfare. 

Mr. Creretia. If your publications are in a profitmaking activity, 
where would you distinguish, how could you distinguish, between that 
activity and parcel post, which is also a business and which is self 
sustaining and self-supporting? Where do you draw your line? 
They are both businesses and they are both using the mails. 

Mr. Sweer. That is right. 

Mr. Creretta. Why do you make a distinction between one line 
of activity and another? 

Mr. Sweer. Parcel post is not publishing, sir, and in this I am 
speaking, I believe, of all kinds of publishing. 

Mr. Creretia. That is all, Mr. Chairman. 

The Cnairman, Other questions? 

Mr. Moss. I have some questions, and again I have the same per- 
plexing problem Mr. Johansen had as to the points | you raised. You 
individually, in your statements, and certainly with your knowledge 
of the problem which has been in existence for a great m: ny years 
although I don’t know how you can—say that we should now increase 
the first-class rates but that we should not approach these other rates 
until we have determined the policy. On what basis did you as an 
individual arrive at a determination that an increase in first class 
Was justifiable / 

Mr. Sweer. I should like to say that I believe in that case there 
are certain things that you do from a purely logical conclusion in 
business. There are certain things that you may do as an expediency, 
and there are certain things you do because that is the easiest way 
to accomplish the most of your ‘goal, 

I think it will readily be agreed that the easiest, quickest, fastest 
way to accomplish a cut down in the deficit is through first class be- 
cause it will yield the greatest amount of revenue. 

Mr. Moss. Should the rates be predicated on a basis of expedience, 
the easiest way, or should they reflect a cost for a service‘ Isn't there 
a problem if we resort to expediency 

Mr. Sweer. That is the trouble, practically all of our rates have 
been put through because of expediency. 

Mr. Moss. Are you not then urging upon us a method of expediency 
asa substitute for policy / 

Mr. Sweer. If I were urging you to pass this bill now with first 
class in it I certainly would be urging that, doing jus st what you are 
saying. I believe, however, that when any policy is determined and 
you do want to cut down your deficit and you do want to get every- 
thing in line, you will find very logical reasons of why first class can 
also be increased. 

Mr. Moss. Might that not be true also of other rates, then / 

Mr. Sweer. That is true. 

Mr. Moss. In this matter of policy, and certainly I am in agree- 
ment that we need a policy determination, as I understand it you feel 
that the primary fact which should be determined by the committee 
is the extent of public service rendered by the Department, and that 
that should be the only determination. In other words, is it 1514 
percent as suggested by your statement, or the 20 percent you picked 
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out of the air, which should be considered public policy, and after 
arriving at that how do we then internally absorb the 80 percent of 
cost which should be underwritten by ‘ates ? 

Mr. Sweer. How do we internally ¢ 

Mr. Moss. Yes. Aren’t there other problems of policy which should 
be arrived at, not only the public service but the distribution? Let 
us take the second-class rate, for example. We should determine the 
percentage which should be underwritten by the rate itself. Some- 
thing will be left open. Should all of that then become a charge 
igainst other ratepayers? Should a portion of it be picked up 
clearly as public service and appropriated for on that basis? 

Mr. Sweer. No; very definitely not. Any particular rate should 
not be underwritten as such. It is your total operation. 

Mr. Moss. We should treat first class as one thing and allocate 
certain other costs? Is that your recommendation ? 

Mr. Sweer. I think that is right. I know of no business which has 
a number of departments or divisions in which each division pays the 
same return or in some cases even stands on its own feet. 

Mr. Moss. Unless it is promotion, unless it is just a promotional 
undertaking, a business wants and expects each operation to pay its 
way. It may not expect to get the same return from each product 
or each service, but it does expect to have the cost of the product 
or the service underwritten except during periods of promotion of 
some new product. Is that right? 

Mr. Sweer. I would say it hopes to, but many businesses do not. 
Mr. Moss. They usually abandon the service or policy; do they 
not? 

Mr. Sweer. No, sir; not always. 

Mr. Moss. Are they set down and by a policy decision is there a re- 
allocation of the costs if it is so important to the business that they 
have to give the service? 

Mr. Sweer. That is right. 

Mr. Moss. Then would you not agree, perhaps, that we have a 
number of policy questions ? 

Mr. Swerr. Quite a number. 

Mr. Moss. And not just a matter of the overall total determination / 

Mr. Sweer. I will agree with that. 

The Cuarrman. Thank you very much, Mr. Sweet. 

We will hear next from Mr. Armand May, president, American 
Associated Companies, Atlanta, Ga. 


STATEMENT OF ARMAND MAY, PRESIDENT, AMERICAN ASSOCIATED 
COMPANIES, ATLANTA, GA. 


Mr. May. Iam not a lawyer, and perhaps not particularly qualified, 
but I have been in business for some 50 years. 

The Cuarrman. I think you are qualified. 

Mr. May. Very well, sir. 

In requesting the privilege of appearing before this committee, at 
the outset I have been in business actively for over 50 years and 
during this entire period the mails have been of great value, both 
domestically and in the export field. 

In presenting my views I trust that I am not inconsistent in saying 
that I would like to give the point of view of those of us who find 
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that the proposed increases in first- and third-class mail are not only 
an injustice to those who earn their daily bread as a result of the use 
of these facilities and likewise the possibility that a serious increase 
will “kill the goose that lays the golden egg” on that part of the 
operations of the Post Office ‘Dep: irtment that alre: ady more than pays 
its way. 

Then I would like to say something about the services that are being 
taken away from the public that are very harmful in their effect, many 
times tragic. Those citizens who are unable to have the latest informa 
tion, whether it be the new address or the old address or the zone num- 
ber, and who in many cases do not put on the envelopes return ad- 
dresses. True this may be their fault, nevertheless the information 
in many of these letters is of the greatest importance, whether it be the 
moving from one address to another, whether it be the information 
about a newborn child or the passing of some relative or friend, or 
whether it be following an individual who may want to take advantage 
of this new rule that has been put into effect, namely, the discontinu- 
ance of directory service which for many, many years was a definite 
part of the service. We used to say about our mail “that it is sure and 
speedy.” Today in many cases we are forced to say that this old tradi- 
tion is toa certain extent a thing of the past. If directory service were 
reestablish under present-day conditions it would not be a great burden 
since we are now using the zone system and most of us aré careful to 
put the addresses on our envelopes. 

Specifically in the case of first-class mail which formerly paid 
cents and now it is paying 3 cents, the proposal is that it should be 
increased by 3314 percent and the reason given for this drastic increase 
is because the Post Office Department shows a deficit and not because 
the first-class mail is not paying its own way, for it is from all the 
information I have. 

In asking for an increase, certainly it would not be in the public in- 
terest to penalize that part of the service that is paying its own way, 
so as to give other services the benefit. In such event it 1s discriminat- 
ing against those who use the mails either for business or social pur- 
poses. If it is necessary to increase the rates on periodicals, news- 
papers, and so forth, why should first-class and third-class mails be 
the ones that are penalized? The Post Office in the public interest 
may find it necessary to give certain advantages where the informa- 
tion is of great benefit to the public at large. To restrict a newspaper 
or other periodicals from reaching the public would be far more detri- 
mental than to have the public support these services with a subsidy, 
such as we are doing at the moment in many cases. 

On March 1, 1956, the Government put into effect the minimum- 
wage law of 1 an hour and time and a half for overtime. With social 
security, unemployment, vacations and other taxes, it means that in 
actuality the minimum wage is nearer $1.10 to $1.15 an hour, and when 
you figure these different items that have to be added to the cost at this 
time you can better appreciate what it would mean if a further increase 
in postage would be assessed. 

In the mail-order field in many cases a certain class of unskilled 
labor has been used where the hourly rate was much less in many cases, 
so that with this additional burden now proposed it will in many cases 
as I see it be a knockout blow. 
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In the case of third-class mail, those of us who send out third-class 
letters are asked to do many things that formerly the Post Office De- 
partment did, such as tying up the mail, separating the mail so that 

each State is plainly marked. All of this is an additional cost upon 
the sender and indirectly reduces the cost of operating the Post Office 
Department. This is acknowledged by the Post Office Department as 
quite a saving and increases efficiency. But indirectly it is placing the 
burden upon the sender and in this manner has been an increase as far 
as the cost is concerned to the sender. 

Then there is another saving to the Post Office Department. In 
most cases the large mailers have stamping machines,-both for first- 
class and third-class mail, and this too is a saving for the Post Office 
Department. 

In the case of third-class mail, as a rule, it is put aside and worked 
up When the personnel has nothing else to do and as a result of a test 
mailing of delivery of third-class mail—bulk mail—made by the Na- 
tional Association of Refrigerated Warehouses, the mailing was made 
ona Wednesday in mid-Se ptember, from Washington, D.C. Receipt 
of the letters is noted below in number of days (no returns received 
from States of Arkansas, Kentucky, Nevada, Rhode Island, Utah, 
Vermont, Virginia, or Washington). But here are the facts: 

Alabama, 7 days: Arizona, 13 days; California, 9 to 16 days: Colo- 
rado, 7 to-10 days; Connecticut, 12 days; Delaware, 7 davs: District of 
Columbia, 1 day: Florida, 7 days: Georgia, 14 days: Idaho, 9 days: 
Illinois, 5 to 7 days: Indiana, 12 to 16 days: Iowa, 6 to 13 days: Kansas, 
7 days: Louisiana, 15 days: Maine, 15 d: avs: Maryland, 6 to 16 days: 
Massachusetts, 9 to 15 days: Michigan, 8 days; Minnesota, 8 to 15 
days; Missouri, 6 to 13 days; Montana, 10 days: Nebraska, 7 days: 
New .Jersey, 5 to 8 days: New York, 7 to 14 days: North Carolina, 
7 days: North Dakota, 12 days: Ohio, 9 days: Oklahoma, 8 days: 
Oregon, 14 to 17 days: Pennsylvania, 5 to 12 days: South Carolina, 
17 days: South Dakota, 9 days: Tennessee, 5 days: Texas, 5 to 9 days: 
West Virginia, 14 days: Wisconsin, 10 days. 

As I take it, what happened was when this mail was mailed from 
Washington, it was handled only after the first-class and other special 
mail had been attended to. On the other hand, when it was received 
in the different States, it was given the same treatment, so that third- 
class mail must be considered as a stepchild, so to speak. As I under- 
stand it, in the regulations it is supposed not to be held over 24 hours, 
but, these results speak for themselves, and no doubt in many cases 
such mail loses a great deal of its value in case of special offers. Third- 
class mail is definitely fill-in mail. It keeps the staff at the post office 
busy in the periods when there is no rush first-class mail to be handled. 
It does not oe eive the same service and should not bear the same cost. 
If the telephone company and the telegraph company can profitably 
make reductions in rates on night an dd Sunday service, so can the 
Post Office make Sapa rates profitably on third-class mail. 

The re: eal difficulty with the Post Office financial pic ture is that it is 
carrying large volumes of mail at terrific losses and is trying to = 
up these losses on the classes of mail which by themselves would show 
a profit. I believe these figures to be correct: 6: 52" percent of the 
volume carried by the Post Office—a total of over 214 billion pounds— 
consists of second-class mail—newspapers, magazines, and other sub- 
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sidized periodicals. This second-class mail receives the same prefer 
ential service as first-class mail, yet it pays only one thirty-seventh 
as much revenue per pound as first- and third-class combined. Add 
this to all the volume of free mail and franked mail and other Post 
Office subsidies, and you have the answer to the Post Office deficit. 
We are not arguing that the carrying of this free and very low revenue 
second-class mail is not inthe public interest. We do believe that many 
of the conditions which called for second-class mail have now been 
outgrown. However, if it is to be carried in the public interest at a 
terrific cost, we maintain that it should be paid for by an appropriation 
and not charged to business, most of them small businesses, which exist 
largely through the publicity afforded them in the use of first- and 
third-class mail. 

The newspapers and other media of advertising are dominated by 
big retailers, big manufacturers who buy such large space and so muc h 
of it that the small business has little chance to get its message across. 
The only medium of advertising left to the small business where he 
can compete with the large advertiser is through the mail. Yet tne 
proposal is to make him pay a large part of the cost of mailing the 
newspapers in addition to the full cost of mailing his own advertising 
which he is now carrying, and I didn’t mention radio and television. 

Under present-day conditions where husbands and wives both work 
there are many couples who would like to have a post-office box for 
their personal mail so they could be sure it would not be tampered 
with. In many post offices these facilities are not available. If they 
had these facilities it too would help reduce the cost of the Post Office 
Department. 

When you consider special-delivery letters or registered letters and 
you assess the cost you will find that they cost far more than the 
revenue received. The only mail that is more than paying its way is 
first-class mail and third-class mail. We endorse the idea of zone 
markings and any method that will speed delivery but in the last 
analysis we want to provide a service that is up to the standard, we 
want to see that the employees are well paid, but at the same time we 
want to meet the issue fairly, that certain services must be given to 
the public in the interest of the public and that it is asking too much 
to attempt to balance the expenses of the Post Office Department when 

‘it is to the interest of “we the people” to see to it that certain informa- 
tion is furnished, even though it is operated at a deficit, the same as the 
Government operates in other departments. 

There is no more reason why the Post Office Department should 
overlook these facts than the executive branch should be called upon 
to pay its way or to ask the Congress to pay its way. The Post Office 
Department is operated in two fields: (1) In which certain services 
should be able to carry themselves; and (2) other services in the 
public interest should be subsidized and the accounting system should 
be so arranged so that the public will understand. 

If the Government finds it in the public interest to share a part of 
the expense for free lunches, milk, ete., we recognize this as a service 
in the interest of the public at large. 

After weighing the operations of the Post Office Department from 
every angle, it is to be hoped that you will recommend that there be no 
increase in first- and third-class postage and that such increases that 
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you put into effect will be based upon equity and in the interest of the 
public. 

In attempting to make these increases so as to make a showing for 
the Post Office Department it may prove a boomerang as far as the 
full operations of the Post Office Department are concerned, for it is 
in part a service that must be considered in its broad angles for the 
benefit of “we the people.” 

The Post Office Department should be operated at the highest point 
of efficiency with a constant study of ways and means to reduce costs, 
but its functions should always be carefully considered and the services 
we receive should not be measured only in dollars and cents, but rather 
upon what we are doing that will be helpful in the long run in the 
interest of the public at large. 

The CHAinMAN. You are president of the American Associated Cos. 
Hfow many members are there in this organization / 

Mr. May. It is only one company and it operates in departments. 
In other words, if we sell, for example, thread, we have a department 
which operates it on that basis. 

The Carman. What is the one company called ? 

Mr. May. The American Associated Co. is the major company and 
most of its products are sold under that name. 

The Cnatmrman. How many different kinds of products do you sell? 

Mr. May. Primarily textiles. 

The CuairmMan. You use principally first- and third-class mail ¢ 

Mr. May. We use principally first and third class. We also do some 

dvertising in trade publications. 

The CuarrMan. Any other questions? 

Mir. Rers. Do vou think first-class mail ought to pay its way? 

Mr. May. I think first-class mail should pay its way but I do not 
think it should be penalized because it does pay its way. I don’t 
think it should pay somebody else’s way. 

Mr. Rees. It should pay its own, though? 

Mr. May. Yes, sir. 

Mr. Rees. And you think third class should do the same ? 

Mr. May. That is right. 

Mr. Rres. You don’t think that is true of second class ? 

Mr. May. We know that is not true of second class and we do not 
object to what is done for second-class mail because we believe the 
more education we can furnish the people, it is in the interest of all 
concerned. 

Mr. Rees. Would you object to increases in second-class mail, then ? 

Mr. May. I would not object to it but I certainly hope we will keep 
in mind we do not want to price the magazines, and so forth, out of the 
market. 

The Cnatraan. Do you really believe third-class mail is paying its 
way’ Yon say the only mail that is more than paying its way is 
first- and third-class mail. : 

Mr, May. This states, and this is from one you have already heard: 

First of all the post office itself has for many years contended that first-class 
mail was the only class of mail paying the post office a profit. Their own 
reports indicate a profit of $87,371,144 on nonlocal and local first-class letters 
and packages for the fiscal year ending July 1, 1955. The net profit for the 
fiscal year ending July 1, 1954, was $83,327,680. 
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‘The CuarrmMan. Lasked you particularly about third-class mail. 

Mr. May. They combined the figures I gave you. I read the com- 
bined figures. That is the information I had. But, as I tell you, I 
have to go by what I hear. 

The Ciaimman. That paper doesn’t confine the cost of revenues to 
Grst- and third-class mails together, does it ? 

Mr. May. It shows profit on first and third class combined. 

The CuairmMan. Read it again. Is that from the post office ’ 

Mr. May. Is this from the Post Office Department ¢ 

The CratrMan. Yes. 

Mr. May. No, sir. 

The CHairman. What paper do you refer to, then? 

Mr. May. This is a statement in behalf of the Association of First 
Class Mailers, Mareh 20. 

The Crramman. Where do you get the information that third-class 
mail is more than paying its way ? 

Mr. May. I got that information from one of the large advertising 
agencies in Atlanta that does mail-order work. 

The Coatrman. Do you conduct your business entirely through the 
mails? 

Mr. May. No, sir. 

The CratrmMan. Do you have salesmen out in the field, also? 

Mr. May. Yes, sir. 

The Cramman. You send largely through the mails or deliver by 
hand ? 

Mr. May. Our products go in the normal way through freight, 
truck, or parcel post, as the case may be. 

The CrarrmMan. Any other questions? 

( No response. ) 

‘The Cuarrman. Thank you very much, Mr. May. 


STATEMENT OF ROBERT E. MacNEAL, PRESIDENT, THE CURTIS 
PUBLISHING CO. 


‘The CuamrmMan. Next is Mr. Robert E. MacNeal, president of the 
Curtis Publishing Co. 

You have a rather lengthy statement, Mr. MacNeal. I wonder if 
vou could not highlight your statement and let the entire statement 
he published in the record. 

Mr. MacNerau. I would like very much to do that, Mr. Chairman, 
if I may. 

The Cnatrman. All right, sir. 

(The statement referred to is as follows:) 


STATEMENT OF Rosert E. MACNEAL, PRESIDENT, THE CURTIS PUBLISHING Co., RE 
H. R. 9228 


Mr. Chairman and members of the committee, my name is Robert MacNeal. 
I am president and chief executive officer of the Curtis Publishing Co., by whom 
I have been employed for over 32 years. Our company publishes the Saturday 
Evening Post, Ladies’ Home Journal, Holiday, and Jack and Jill magazines, 
having a total circulation of more than 11 million copies per issue. Until August 
of last year we also published Country Gentleman-Better Farming magazine 
which had a circulation of 24% million copies per issue. 

Of the 11 million copies now published, about two-thirds are distributed 
through the mails. Country Gentleman was 98 percent mail distributed. 
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Our total United States postage bill for 1955 is estimated at $7,857,000 and is 
divided by classes of mail as follows: first class (including airmail) $422,000; 
second Class $4,938,000; third class $2,308,000 (95 percent bulk rate) ; and fourth 
Class S1S89,.999. Our total cost for shipping magazines includes an estimated ad- 
ditional $3,704,000, of which $2,036,000 is estimated for magazines not mailed, 
and $1,668,000 is for magazines handled by both the mails and other means of 
transportation (total for magazines $8,642,000). 

It is estimated that the rate increases proposed in H. R. 9228 would cost our 
company about $2,180,000 per year computed at 1955 volume levels. By class 
of mail this increase is $130,000 for first class (including airmail and business 
reply) } 31,265,000 for second class ; and $785,000 for third class. 

Compared with our net earnings of $4,081,000 last year, a postal rate increase 
of $2,180,000 is a very large sum indeed. Our net earnings for the last 5 years 
have averaged 34! million per year, so the comparison is a valid one. I draw 
particular attention to the size of the burden H. R. 9228 would place upon us, 
because I wish to emphasize two things. First, our company is now and always 
has been willing to bear its fair share of postal costs. Second, I make no pre- 
tense of coming before you as an expert on postal matters, but as a businessmau 
I must oppose H. R. 9228 because I believe it prescribes a remedy incompatible 
with the cause of the problem. 

Many incidents in the history of the postal system serve to support that belief. 
For example, the first known postal systems were established for the use of 
Government and the military, not for the private citizen. People wealthy and 
powerful enough sent messengers of their own, while others entrusted their let- 
ters to merchants or travelers. The latter practice shows that the principle of 
rates based on increment costs is thousands of years old, and has stood the test 
of time. 

When Government extended the use of the mails to private citizens, it had 
three basic reasons: (a) to insure official control of censorship; (b) The search 
for additional sources of revenue: and (¢) The wish to provide an efficient sery- 
ice of benefit to the general public. In our times, censorship has been an active 
consideration only during wartime, but the other two reasons are matters of 
active concern today. 

Since much of our postal system was originally patterned on the English sys- 
tem, we are able to look there for explanation of many developments. In 1501 
a proclamation by Queen Elizabeth prohibited carriage of letters to and from 
“the countreys beyond the seas” except by messengers duly authorized by the 
masters of the post. And in 1609 James I extended this prohibition to inland 
as Well as foreign mail. These acts set the stage for our present Government 
monopoly on first-class mail. 

Cromwell's Post Office Act of 1657 stresses the mail’s importance in promoting 
trade, a point of view which eventually led to our third and fourth classes of 
mail. 

In 1635 Thomas Witherings, authorized to reorganize the British postal system, 
proposed to make it self-supporting instead of a charge to the Crown. (Three 
hundred and thirty years later we find our own Postmaster General struggling 
with the same problem.) The rates Witherings established were based on a 
“single letter.” which actually meant a single sheet of paper and weighed about 

» Ounce—a basic postal weight unit Which survived for two or three hundred 
years. The rates were scaled from two-pence (4 cents) to nine-pence (18 cents) 
per letter under a zoning system based on mileage over main routes, and charged 
an extra two-pence for delivery to branches. These items are not mere curiosa, 
they provide a background essential to understanding of the principles upon 
which our present rate structure is based. 

Two items from that era have particular significance for us. The privately 
operated London Penny Post made 10 or 12 daily deliveries in business centers, 
tto Sin the greater part of London, and for an extra penny made daily deliveries 
to places 10 or 15 miles from London: but it all ended when the Government 
monopoly cracked down. During much of the 1%th century, the United States 
Post Office was also fighting to abolish private delivery services for a very 
obvious reason. Private enterprises limited their delivery services to profitable 
areas, and Government needed these revenues to offset the losses created by its 
pelicy of extending mail service to unprofitable areas. In fact, in 1847 the Post- 
master General complained that: “Private expresses still continue to be run 
between the principal cities, and seriously affect the revenues of the Department, 
from the want’of adequate powers of suppression.” 
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In intracity service, the privately operated delivery services such as Boyd's 
City Express were so effective that, according to an article by Pliny Miles 
published in 1855, when New York City’s population was about a half-million 
persons, the 2 largest services were handling 9 million pieces of local mail per 
year compared with the Government’s 1 million; 1 service having over 2,500 
receiving boxes in the city. Although their prices were lower, the private de 
livery services obviously were profitable, and Boyd’s had plenty of competition. 
Some, such as Depuy & Schenck, and Post Office Despatch were operated by 
ex-Government-carriers, and in 1847 when the Chatham Square Branch Post 
Office closed for insufficient revenue, an ex-employee named Aaron Swartz 
reopened it as a privately operated service, charged 2 cents per letter (later 
reduced to 1 cent) for delivery, and made out well enough to buy out John 
Bouton’s City Despatch the following year. 

The act of 1845 had closed legal loopholes to private operation on “post roads” 
and fixed the rate for one-half ounce at 5 cents up to 300 miles and 10 cents 
for longer distances, with a 2 cents rate for drop letters. However, the ques 
tion whether city streets were legally “post roads” enabled the local services 
to continue for many years afterward. 

In the middle 1830's many private parcel and mail carriers were successfully 
competing at lower than Government rates and it took the law to drive them 
out of business. In the 1840's prepayment of postage was considered a gracious 
cesture by some, and a reckless extravagance by others, but prepayment was 
not made compulsory until 1847. Furthermore, in the early 1850's various 
competitors including the Government sometimes carried letters from boxes 
to the post office free or for as little as 1 cent, but there was still a 2 cents 
charge for delivery to the addressee. It seems to me these facts show clearly 
that the recipient of the mail was considered to be the principal beneficiary of 
postal service. Zachary Taylor, in his campaign for the presidency in 1848, 
advocated a 5 cents postal rate regardless of distance, and a more complete 
Government monopoly: a further example of the trend to more service for 
less revenue in the interest of general public welfare. 

Meanwhile in England the “self-supporting” rate structure had undergone 
a series of increases until it cost 4 pence (8 cents) to mail a letter 15 miles 
and 17 pence (34 cents) for 700 miles, and the post office is said to have yielded 
a net revenue of £1,500,000, or nearly 3 times its total expenditures. However, 
Sir Rowland Hill's pamphlet in 1836 argued that postal revenues had stood still, 
While other revenues increased, because rates were an obstacle to growth. He 
ndvocated ignoring mileage, charging on a weight basis instead of the number 
of sheets, and a uniform rate of 1 penny (2 cents). For developing social rela- 
tions and business communications it Was an unqualified success, but post-office 
revenue dropped from £1,600,000 in 1839 to £500,000 in 1840 although the num- 
her of letters doubled, and it was not until 35 years later, and an increase of 
a thousand percent in number of letters delivered, that revenue again equaled 
IS3f. 

Although there was considerable support in the United States for adoption 
of a similar “penny postage” rate structure, our 5- and 10-cents rates for one- 
half ounce were retained until 1851 when a rate of 8 cents up to 3,000 miles, 
or 6 cents beyond, was established, and the uniform rate of 3 cents for one-half 
ounce for any distance followed in 1863, In 1883 the rate was reduced to 2 
cents for one-half ounce, and again lowered to 2 cents for a full ounce in 1885 
where, except for the World War 1 years, it remained until 1932. 

These changes were obviously an intentional sacrifice of revenue to induce 
greater use of the mails, as a matter of public policy. It was during the latter 
part of this same period, in 1879, that second-class rates as we now know them 
were established for periodical publications “published for the dissemination 
of information of a public character, or devoted to literature, the sciences, arts, 
or solue special industry.” The preferential rates thus established, the defini 
tion of purpose of the publications so aided, and the atmosphere in which these 
rates were adopted by the Congress, were a clear expression of intent to foster 
development of this industry for the publie welfare. 

The establishment of these preferential rates represented both a challenge 
and an opportunity to publishers, and the modern magazine industry in America 
Was born out of faith in the permanence of the Government’s desire to promote 
the country’s welfare, culture, and solidarity through this medium. Our 


own 
company began in 1883 and our faith in that premise is still strong. 
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Too often overlooked is the fact that what started as a concession in postal 
rates has become an enormous source of revenue to the Government. From less 
than a hundred American magazines and slender circulations in the 18th century, 
a single issue of our thousands of magazines today totals 166 million copies, 
1 for every man, woman, and child in the United States. Furthermore, advertis 
ing in Magazines, one of the greatest business builders of all times, now amounts 
to over $725 million a year and generates a lot of collateral advertising too. 
Advertising expen itures in this country amount to some $9 billion, or about 2h, 
percent of the gross national product, so magazine advertising both stems from 
and helps to create at least $31 billion »f business activity. 

People buy magazine advertising for only one reason—it works. Conversely, 
vo Whatever extent magazine advertising is made more costly without adding to its 
effectiveness, business impetus is diminished. Looking at the tremendous spiral 
of magazine growth in the past half century under Government encouragement. 
it is unpleasant to think of what would happen if that spiral were to be forced 
into reverse. Statistics show graphically this relationship of advertising expendi- 
tures to the economy of the country. For example, a Printers’ Ink article shows 
that while from 1950 to 1955 advertising increased $314 billion the gross national 
product increased $104 billion. 

Those responsible for the operation and development of our postal system 
have always been as aware of the need for additional revenues as they were 
conscious of the dangers of getting it at the expense of the general welfare. It 
therefore seems reasonable to suppose that when third-class mail was established 
in its present form it was recognized as a source of incremental revenue as well 
as a service to the public, as the various rates within this class would seem to 
indicate. 

The granting of bulk rates in 1928, the first major change since third Class was 
established in 1879, recognized both the business-building possibilities and the 
services to be performed by the mailer instead of the post office. Not only did 
third-class mail bring some $270 million revenue to the post office in 1955, it too 
generated many billions of dollars of the gross national product from which the 
Government draws its principal tax revenues. The volume of direct-mail adver- 
tising last year has been estimated at $1,270 million, and I believe a previous 
witness before this committee testified that direct-mail advertising accounts for 
“the sale of goods and services well beyond $15 billion.” 

We all know nobody can do $15 billion worth of business these days and 
not pay a whale of a lot of taxes. We also know that third class not only gener- 
ates both first-class and fourth-class mail, but that on many items the third- and 
fourth-class costs together determine whether such items can be priced to be 
successfully sold by mail in competition with other sources of supply. What is 
often overlooked, however, is that mere availability does not automatically creat: 
sales volume even remotely comparable with aggressive selling. 

When we hear predictions of $500 billion gross national product by 1965, I 
hope everyone remembers that a terrific amount of selling and promotion will 
continue to be necessary to make that happen along with a constantly improving 
standard of living. The post office has, through the wise policies adopted by the 
Congress, become so essentially a part of our American business structure that 
whatever the post office does may well find itself reflected a hundredfoeld in our 
entire economic structure. Then should the post office be operated as a business‘ 
Of course it should. But it must be operated in recognition of the fact that, as its 
name denotes, it is only a Department of a far larger business, and must follow 

departmental course of action which is harmful to the Government or the 
ple as a whole. . 

The post office is a business and should be operated on sound business princi- 

les. With methods and equipment to match, Its business is service to the public 

welfare. The elements of business, service, and welfare are not only 

uiliet. it is absolutely essential that they be considered interdependent 

No business can be well run and yet fail to keep service to, and the welfare of, 

t ustomers constantly in mind. That does not mean that costs can be ignored, 

and certainly the post office has not been exempt from the forces and effects otf 

inflation. The people served by the post office should be willing to bear their 

fair share. and I say again that our company is and has been entirely willins 

to de so 

10 are the people served by the post office? In my opinion, there is not a 

wan, or child in this country, whether he or she ever has or ever does 

a letter, who is not benefited by our postal system. The cost- 

rt deals with “use” of postal facilities in the direct sense, and 
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while the report admits “intangible” factors may properly be recognized in rate- 
making, it apparently takes a strictly departmental viewpoint when it says that 
“in the aggregate, all costs have to be recovered to achieve a self-supporting 
postal service.” The latter language could and should mean that such cost 
recoveries might properly come from other than Post Office Department revenues, 
but Postmaster General Summertield’s testimony in support of H. R. 9228 appar 
ently rejects this principle. Therefore, I believe it is absolutely imperative that 
a clear statement of Congress’ policy with respect to the purposes, service, and 
rate structures of the post office, precede any further adjustment of rates o1 
major delegation of responsibility. 

What areas might such a statement encompass and what would be its impact 
on postal rates? Admittedly I offer an oversiimplification, but the statement of 
policy might well start by declaring the first purpose of the post office is to ren 
der a valuable and necessary service to the public, and in so doing it should 
derive such reasonable revenues therefrom as do not materially interfere with 
or diminish operation of the service for the public welfare and national unity. 

By way of implementation it might designate the primary service as carriage 
and delivery of first-class mail, and provide that the supplemeutary classes and 
services may not be charged more than the additional out-of-pocket costs they 
create, less such percentage allowances as are stipulated for their contribution 
to the public welfare. It might provide that, by formula, a fixed portion of cer 
tain costs such as operation of the 16,000 fourth-class post offices, the $40 million 
star-route service to otherwise inaccessible points, and the 1144 million-mile 
rural delivery service, be designated as chargeable against general tax revenues 
as primarily in the interest of the public welfare and national unity. 

Many businesses originate and prosper in reliance upon the policies which 
created the various categories of postal rates. The statement might therefore 
provide that certain public statistics, such as wage and commodity indexes, shall 
annually be expressed as moving averages of cost factors which determine when 
to raise or lower postage rates. oth business and the Congress would then be 
prepared well in advance for the necessity of any appropriate rate revision, and 
the Post Office Department would be largely relieved of the onerous necessity of 
proving such increases were warranted. 

Under current conditions the situation is quite different. The second and third 
classes of mail have been “seese that laid golden eggs” for America, but neve 
theless geese born with a rope around their necks. That rope is the preferential 
rate, and it is very little comfort to have assurance from the Postmaster General 
that he wants to twist it only a little at a time, on the installment plan. It is 
high time Congress made clear whether it is still most interested in the end that 





lays the golden ezgs, or the end that needs some corn to keep the goose healthy, 
because Congress created it, encouraged its growth, and our country is the richer 
for it. 

As for title II of H. R. 9228, let us remember that rates are the implement: 


tion of postal policy, and Congress has devoted thousands of hours of study) 
und debate to establishment and revision of that policy on a sound basis All 
but part (4) of section 203 reflects that fact admirably Yet title II as an 
entirety provides a situation wherein the decision of two Commissioners can 


change the entire postal rate structure, except fourth class. I repeat that rates 
are the implementation of policy, and the power to establish both should re 
main in the Congress, where it belongs. 

Periodical publishers face another serious problem in connection with long 
term subscriptions. When postage rates are changed frequently or 
notice, the increase applying to the unfulfilled portion of every subscription then 
on his books must come out of the publisher's pocket, because he can’t 
to the reader to ask for more money. This is no minor item, and our con pauny's 
balance sheet at the end of 1955 showed ‘“‘Advance payments for sul scriptions’ 
then amounted to nearly $26 million. In section 101, title I is cited as “The 


Temporary Postal Rate Increase Act of 1956” and section 10S says “the 
rates * * * shall remain in force and effect until changed or modified as pro 
vided in title II.” In view of the many urgent recommendations for rate in 


creases during the past few years, such language makes me, for 
uneasy indeed. 

At this time I would like to comment on some of General Summertfield’s testi 
mony supporting H. R. 9228, but in so doing I take issue only with facts and 
not with motives. As a taxpayer I am delighted that our Postmaster Genera! 
is allergic to red ink. And I do not think title IT is intended 


one, very 


as a power grab 








538 POSTAL RATE REVISION 


but rather that it is the understandable reaction of men who have a tremen- 
dously difficult assignment and want to get on with it, but feel frustrated by 
conditions beyond their control. 

In view of almost universal rises in costs, I believe it is quite possible that 
increases in one or more Classes of mail can be justified without altering the 
postal policy already established by Congress. However, I am sure not a single 
member of this committee would for one moment agree to the principle known 
as “hang the prisoner now and give him a fair trial afterward.” Yet H. R. 
9228S seems to me to propose hanging him from time to time until he can’t take 
uny more, but not to give him a trial at all. To insist that second class mail 
costs nearly $300 million to handle, compared with its 1955 revenue of $65 mil- 
lion, makes it apparent that the request for a $17 million rate increase is only 
a brief pause on the way to a completely unrealistic rate structure. 

So-called postal deficits since the war are claimed to amount to $4.6 billion, 
vet included in this total is perhaps upward of $1 billion for franked and 
penalty mail and airline subsidies, which have been transferred elsewhere. It 
seems to me the same principle applies to the service and public welfare ele- 
ments of postal costs, which would remove post office responsibility for a very 
considerable additional part of the so-called deficits and subsidies. 

In support of H, R. 9228 it has been said that the rates it proposes would 
provide funds for a 5-year modernization program costing over $650 million. 
I um sure all large users of the mails heartily agree with the need for such 
a modernization program, but if it is intended that the post office shall be 
operated on sound business principles, may I say it is most unusual to raise 
prices to pay for equipment whose purpose is to lower costs. 

At one point in his testimony, I am told that General Summerfield used a 
1932 issue and a 1955 issue of the Saturday Evening Post to illustrate a point, 
and I am grateful for the compliment implied by its selection for that purpose. 
Ilowever, | am sure he will forgive me for furnishing a few additional facts, 
It is true that a copy of the Post sold for 5 cents in 1932 and for 15 cents in 1955, 
nlso that its circulation grew from 2,850,000 in 1932 to over 4,700,000 in 1955, 
While advertising revenues increased even faster. 

In 1932 when we had 652,000 subscriptions our second-class postage amounted 
to $981,000 and in 1955 when we had 3,200,000 subscriptions our second-class 
postage Was $4,938,000. 

Il apologize for phrasing that. The figures for subscription volume apply 
only to the Post while the second-class postage costs apply to the company 
asa whole. I want to make that clear. 

However, if that seems to imply a large growth in profits, let me refer you to 
our annual reports for those years. In 1932 our gross operating revenue was 
about $44 million and profits were over $514 million after paying three-quarters 
of a million dollars Federal and States taxes. In 1955 our gross operating 
revenue Was about $180 million and profits were about $4 million after paying 
$41, million in taxes. In case you are wondering whether the comparison is 
distorted because 1952 was a particularly good year, let me assure you it was 
not. From 1980 to 1982 operating revenue fell 44 percent and profits fell 71 
percent. So, in 1955 we had + times as much volume and paid nearly 6 times 
as much taxes, but earned less profit. 

This illustrates why it is a question whether publishers would be paying 
further postal-rate increases, or merely collecting them as they now collect social 
security and withholding taxes, except that for every price rise there is also a 
rise in sales resistance, with consequent increases in selling costs and further 
decreases in already dangerously narrow profit margins. 

If preferential second class rates are to be made progressively less attractive, 

s the reader, not the publisher, whose views will be most difficult to change. 

Vith 166 million copies per issue, this would mean trying to explain and justify 
radical change in congressional policy to practically everybody in the United 

t In contrast, telephone, electric light, and other public service companies 

pa) tof a minimum or standby charge by those to whom their services 
le available. Surely we all expect to pay our share for maintenance of 
and police departments, our courts, our hospitals, and welfare services 
y or not we use them personally. The public welfare elements of that 
ruly universal service, our Post Office Department, are surely as well qualified 


Nlkon OT cer y 


r general tax revenues for part of their support. 
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In closing, I would like to pay tribute te the many fine representatives of the 
Post Office: Department with whom we have enjoyed working for so many years, 
and for whom we have the utmost respect and affection. 

And my sincere thanks to this committee for the opportunity to express my 
views on this legislation. 

The CHatrman. Your magazines have been increasing the adver- 
tising over the years, is that right ! y 

Mr. MacNeat. I do not understand your question. 
creasing advertising prices or advertising volume? 

The CHatrmMan. Volume. 

Mr. MacNrau. The volume has increased; yes, sir. 

The Ciatrman. Low about the prices / 

Mr. MacNeau. The prices per unit have increased relatively little. 

The Cuamman. The magazine industry is in pretty good shape, 
financially; had a pretty good year year, did it not? 

Mr. MacNerat. I do not consider less than 3 percent profit on sales 
turnover as a good year, and I ce rtainly hope a it we, as well as other 
members of the industry, can improve upon t! 
or the industry is not in a strong position. 

The Cratrman. In the February 15, 1956, issue of Sales Manage- 
ment magazine an article entitled “It Looks Like a Big Year for Ad- 
vertising” indicated that officials of the magazine industry were ex- 
ceedingly optimistic reg rarding prospects for L956. 
P ublishir(s Co., Edward C. von Tress, 
director 


You mean in- 


it In the years to come 


It quotes Curtis 
vice president and executive 
f advert ising, who expects an increase dollarwise of 20 per- 
cent, and Nene increase of 15 percent, for the year 1956. 


Here is a statement from Magazine Industry Newsletter sponsored 
by Business Magazines, Ine ., Saturday, April 7, 1956: 


Che publishing profit picture is good for 1955, a recordbreaker for first quarter 
f 1856. 


It goes on to give statistics on your company : 


Curtis Publishing Co. did a gross dollar volume of $179 million. * They 
took in $6 million more than in 1954, * * * 


‘hey invested $6 million in 1955 in increased advertising sales and promotion 
staffs. 

They lost perhaps a little under $2 million on the ill-fated TV 
Week and Bride-To-Be. 

But, as a result of the strengthened sales and promotion staffs 
earnings were $718,000 ahead of the comparable period in 1954 

Phe Post carried SS3 million of ad lineage—a gain of $5.3 million. 

The Ladies’ Home Journal gained $3 million—Holiday was up $600,000 


program, 


fourth-quarter 


That shows your company is enjoying good prosperity. 

Mr. MacNear. It shows what somebody thinks we are doing. 

With respect to that first quarter the first quarter 1956 compared with 
he first quarter of 1955— 

The Cuairman. That last quarter was $718,000 increase. 

a MacNerau. Sir, if I may finish the comparison, the first quarter 

1955 was $920,000 below the same quarter of 1954. So that what 
is hoped for there is a return to a 1954 level in which we made for the 

ar 4. © million. 

T he CuamrMan. I have here a full page ad in the New York Herald 
Tribune of Tuesday, April 10, 1956: 


Highest issue in McCall's history. March McCall's hit 5 million total cireula- 
tien 


Two important things happened last month. The price of McCall's was 
75403—56——35 
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increased from 25 cents to 35 cents, and more people than ever before bought 
McCall’s. The March issue of McCall's set another new circulation high with a 
total circulation over 5 million, including a newsstand sale of 1,800,000, 

The real significance of this latest circulation record is that it continues an 
uptrend in McCall’s circulation which started in 1950 and has continued con- 
sistently since then. The trend is shown in the chart and here are the latest 
ABC figures— 
showing circulation increase in 1955. 

Do you still say the magazine industry is not in good shape finan- 
cially and not enjoying prosper ity ¢ 

Mr. MacNeau. I s say that an increase in volume is not necessarily 
any guaranty whatever of an increase in profits. 

The Cuaimatan, Any other questions 

Mr. Rees. Do you favor an increase in first-class rates? 

Mr. MacNeat. I believe I made it clear what I would like to see done 
is an appraisal of what rates should be before we take a position on 
that question. 

Mr. a That was the position you took in 1949. 

Mr. MacNea. I did not take a position in 1949, sir. I can speak 
only for myself. 

The Cuairman. Mr. Fuller appeared for the Curtis Publishing 
Co. 

Mr. MacNerau. That isa matter of record, sir. 

Mr. Rees. If first-class rates are not paying their way, would you 
be eae eee you want to increase first-class rates / 

Mr. MacNean. I have to go back to my premise that that is the 
Congress’ privilege to determine whether first-class rates should pay 
their way, and if not, by what margin they are allowed to pay less. 

Mr. Rees. Asa citizen and businessman, what do you think ¢ 

Mr. MacNerar. About what, sir? 

Mr. Rers. About increasing first-class rates. 

Mr. MacNeau. I think it is wrong to adjust a rate structure until 
you know what it is you are trying to accomplish by the rate structure. 

Mr. Rees. You do not answer the question. What about third 
class? 

Mr. M. \NeaL. Tsay the same thing. Until a policy as to what the 
objective is is estab lished that businessmen would e ill advised to make 
changes without undertaking to determine first what it was he was try- 
ing to accomplish. 

Mr. Rees. One more question. As you sit there now, in view of the 
fact that the Post Office Department does pay more for services, more 
salaries to employees, more “ays chases of equipment, and all costs, more 
than it did in 1931 and 1942 or 1949, are you not willing to go lang 
and share part of that addition: nl cost ? 

Mr. MacNran. I have stated my position on that in the text of my 
statement, Mr. Rees. 

Mr. Rees, I could not read it in your statement. I listened, How 
much share would you go along with? 

Mr. MacNran. I expressed no opinion on the share. 

Mr. Rers. Would vou be willing to pay some share, some increase, 
for that ade li tional « ‘ost / 

Mr. MacNrat. Some share of additional cost ? 

Mr. Rees. Yes. Put it this way: 


It costs more now to carry vour 
Saturday Eve 


ni & Post and these publication s than it did 2 vears ago, 





“4 
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4 years ago, or 6 years ago, whatever it is. If that is true, would you 
not be willing to go along on part of that share ? 

Mr. MacNeav. If the Congress decided we should, of course, | 
would. 

Mr. Rees. Do you not think it ought tobe done? Of course, you wil! 
if Congress passes the law. I just thought maybe, as a businessman and 
as a publisher and as a citizen, you w ould be w illing to share a part of 
this additional cost. That is all I am asking. 

Mr. MacNeat. My premise, if you will forgiv e me, if it is necessary 
to determine the objective and if the Congress determines that the ob- 
jective is exactly what it was when that ‘rate Was established, then it 
seems to me that that might justify an increase in the rate. But if it 
reappraises the value rendered by the various classes of mail and finds 
some other distribution of costs would be equitable, that is for the 
Congress to determine and it would be presumptuous of me to try to 
determine in advance what their decision would be. 

Mr. Ceperserc. Do vou have any estimate of what your volume will 
be for 1956? 

Mr. MacNeau. Something in excess of 180 million. 
be up slightly. 

Mr. Ceperserc. Up above the 179 million reported for last year ? 

Mr. MacNear. We are hopeful that it will. It is quite early and 
ours is a very volatile business. 

Mr. Creperserc. You consider the Post Office Department indis- 
pensable to your operation ? 

Mr. MacNeax. Two-thirds of our business is handled through 
with respect to the delivery of copies. 

Mr. Crprerserc. Your total postal bill is $7,857,000? 

Mr. MacNeau. Yes, sir. 

Mr. CeperserG. Second-class rates proposed in this bill will be 
taken in 2 increments, 15 percent the first year and 15 percent the 
next year, and that would effect about a 114-percent increase in the 
portion that you pay to the Post Office Department, as to your total 
operating costs, your gross of $179 million. Your post office bill is 
$7.8 million, roughly about 4 percent of your cost of doing business. 
If this bill went into effect it would increase your postage bill over 

2 years about 30 percent, or about 114 percent of your total gross 
income. Could you stand that 4 

Mr. MacNerat. Sir, as a businesman, the thing I must look at Is 
our earnings were $4,831,000 last year and this increase on last year’s 
volume basis would have increased those costs $2,831,000. That is. 
of course, before taxes. So that it would reduce those earnings ap- 
proximately a million dollars. 

Mr. Cepernerc. What do you think your earnings will be for 1956 / 

Mr. MacNeau. I do not know, sir. I think they will be higher 
than for 1955 but I am not in a position to estimate on as volatile a 
business as we have now. It would be misleading to the genera! 
public. 

Mr. CrperserG. Do you anticipate increases in the other costs of 
doing business, such as the cost of newsprint cot cost of salaries in 
your ‘organization ? 2 

Mr. Mac Nea. I must distinguish between the two. I do antici- 
pate increases in salaries and wages. The paper costs of our company 


I believe it wil! 
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are perhaps somewhat different because almost our entire paper 
usage is made by a wholly owned subsidiary. 

Mr. Ceprrnerc. There will be an increased cost of doing business 
in 1956 over 1955 / 

Mr. MacNeau. Yes, sir. 

Mr. Ceprreerc. And also there will be no increase in the cost of 
the postage in your company as far as postage rates are concerned, 
and yet two-thirds of your business is done with the Post Office 
Department ? 

Mr. MacNrar. I donot know whether there will be any, sir. 

Mr. Ceprrserc. Assuming this bill did not pass, your cost as far as 
concerns the Post Office Department would not increase, but all your 
other costs will go up. Is it not reasonable to assume, if your other 
osts goup, your post: age costs ought to go up, too? 

Mr. MacNran. No, sir; because if the analysis of postal costs 
that [ have suggested were made it is entirely possible that on an out- 
of-pocket basis, with the allowances made for whatever the Congress 
might determine were the public welfare characteristics of this second- 
class business, that the rates are already more than they need be to 
fuifill that purpose. I do not suggest a reduction is in order. I do not 
suggest that I know in advance what adjustment there might be 
justitied, up, down or hold it where it is. 

Mr. Cepersrrc. In your planning for your business for the coming 
2 years, are you assuming there will be no postage increase, or are 
veg taking into account that there may be a postal increase? 

Mr. MacNerar. We have nothing in our estimate to allow for an 
ncrease in postal rates; no, sir. 

Mr. Rees. As T remember it some 2 years ago, or whenever it was, 
the other body created or provided for a committee to determine a 
poh cy. The Vv spent about $100,000, that so-called poliey vy committee 
did, as T understand it, and I think the president of your organization, 
Mr. Fuller, was probably chairman of that committee. 

Mr. MacNeau. Vice chairman, sir. 

My. Rees. Do you know what became of that policy? 

Mr. MacNrar. I have a copy of the report that was issued by that 

eanization and T believe that in that and the many other studies 

have been made by the ar by the Post Office, and by pri- 

vate industry, there exists the bulk of the material that would be neces- 

sry to establish a proper rate structure once the policy of the Con- 

eress with respect to the function of the Post Office and the inter- 

lationship of the rate structures within the various classes is 
letermined. 

Mr. Rees. What would that rate structure do to your company? 

Mr. MacNear. I have no way of prede termining, sir. 

Mrs. Sv. Grorcr. What I would like to ask the gentleman is: Could 

ur company stand a slight increase in these second-class rates? It 

o me a little fantastic that, as a businessman, you have 
i the fact that you might get a slight increase because 
his increase is. 

M \" NY it. Rare: Bt. George. IT do not wish to quarrel with you 
nology. but there is a difference between having put that in- 
in ont - plans and budgets and having envisioned an merease. 
the very fact that I am here makes it necessary for me to con- 

is A Very active possibility. 
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Mrs. GeEorGE. You must have faced the possibility and you 
ust, tb eredare, have determined whether the company could stand 
it or not and how great the hardship would be. 

Mr. MacNrat. “My purpose in using the language that I did was 
to make clear that in my statement I believed, for 1956, under present 
indications, would better those of 1955, was that there had been no 
additional amount included in that estimate for additional postage. 
To whatever extent there may be additions to the postage rates that 
betterment would be reduced or perhaps eliminated. 

Mrs. St. Grorce. You could face a slight increase. 

Mr. MacNean. The question of what we can face in that direction 
is very simple because, if we earn $4.5 million, let us say, for 1956, then 
we can pay anywhere up to $4.5 million without being in red ink. We 
cannot keep our stockholders happy, there are a great many things we 
might have to defer as a result of any such situation, but it is very 
easily determined not by what we are paying now, but by what there 
is left over after we finish doing business for the year. 

Mrs. St. Grorce. That would be an improbable amount. 

Mr. MacNeat. I hope so. 

Mr. JonaNsEN. I have two questions. You made considerable ref 
erence to the geese that laid golden eggs and also considerable refer 
ence to the tax revenues derived from the increase in the gross national 
product. 

[ want to get clear whether you are implying that a postal rate 
increase in your judgment holds the threat of adversely atfecting the 
source of tax revenue, whether you are implying that one of the geese 
that is going to be killed by a postal rate increase is the tax-producing 
goose. I am trying to get the significance of your references to taxes 
and what seemed to me to be the implication of an adverse effect on 
the tax yield to the Federal Government as a result of the postal rate 
increase. Would you elaborate on that? 

Mr. MacNrau. In my statement I believe I said anything which i 
creased cost of advertising without increasing its effectiveness con 
stituted a reduction in the impetus of business growth. To that extent 
I belie o that the answer to your question must be in the affirmative be- 
cause I believe very sincerely in ‘the power of advertising and in its 
Saeataviaci. I think that the advertising in our publications has a 
great many good qualities to it in addition to the fact that it sells 
merchandise and services. I think that it has educational qualities im 
addition to the editorial portions of the magazine. 

Mr. CreperserG. Do you publish MeCall’s ¢ 

Mr. MacNEat. No, sir. 

Mr. Creprrsere. Do you know why they raised the rates from 25 to 
35 cents’ I assume you do not. 

Mr. MacNrat. I cannot speak with authority, but I can point out 
that there are 4 publications usually considered to be in the general 
area of competition and that 3 of them were alre ady at 35 cents. 

Mr. Crperserc. Would not the same hold true in the killing the 
goose if they raised the price from 25 to 35 cents—they are bragging 
about it in national newspaper publications—that in spite of the fact 
of the price rise their circulation went up / 

Mr. MacNeat. I applaud their success, sir, but I suspect it may 
have arisen in part from an addition in promotional expenditures to 
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assure that additional circulation in order that they might increase 
the advertising rate base and therefore derive greater revenue from 
advertising. 

Mr. Ceperserc. You would have that same ability if the postal 

rate went up, would you not? You could promote your sales. 

Mr. MacNrat. I am not clear as to the source of revenue for addi- 
tional promotion we would derive from an increase in postal rates, sir. 

Mr. CreperserG. If you had to increase your subscription price as a 
result of this, you are stating, then, that your costs would increase and 
your magazine might price itself out of the market, which is not 
quite true when McCall’s raised from 25 to 35 cents. You might 

raise yours 5 cents and a portion of it would go to the increased 
postage and the rest you might put into promotion to overcome the 
increase. 

Mr. MacNrat, I mentioned a moment ago that the other 3 publica- 
tions generally considered to be in that competitive area had already 
gone to 35 cents and 1 of those publications is Ladies’ Home Journal. 
That went up from 25 to 35 cents. Our earnings last year of $4 mil- 
lion include whatever benefit derived from that increase. 

Mr. Jonansen. Do you regard the threat to tax yield seriously 
enough that possibly we ought to consult with the Tre: isury Depart- 
ment to find if they think this proposed rate increase is going to jeop- 
ardize our tax structure ? 

Mr. MacNrat. I do not presume to tell you what of your colleagues 
you should consult with, but if that were a business organization and 
I were running one department of it and something I might do could 
very seriously affect another department I would feel I was obligated 
to consult with that other department before taking final action. 

Mr. Jowansen. You do feel that could very seriously affect the tax 
yield? 

Mr. MacNeau. I certainly do. 

Mr. Jouansen. One other question. On page 10 yousay: 

In view of almost universal rises in cost, I believe it is quite possible that 
increases in one or more Classes of mail can be justified without altering the 
postal policy already established by Congress. 

Earlier you emphasized need of going into the matter of postal 
policy. It seems to me that in this statement you indicate that even 
under the present existing policy the factor of the universal rises in cost 
may well justify a postal-rate increase. Is that correct ? 

Mr. MacNeat. It may well do that, sir. As a matter of fact, if I 
may lend emphasis to this position I would like to read the definition of 
« drop letter. 


Drop letters are letters mailed for local delivery at post offices where free de- 
livery by carrier is not established and that are not collected or delivered by 


rural or star-route carriers. 

Now, the rate for that drop letter is 2 cents. The rate for other 
letters is 3 cents. It seems to me that one might understandably come 
to the conclusion that the postal system then, under the policy es- 
tablished by the Congress, is charging only 1 cent to collect that letter, 
send it on to its destination, whether it be California or Alaska or 
wherever, to deliver it to the addressee when it gets there, and I sub- 
mit, sir, the relationship between 2 cents for a drop letter and 1 addi- 
tional cent for all that additional transportation and service is hardly 
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on the basis of its bearing its full share of expense if the 2 cents is 
valid. 

Mr. JoHANsEN. You feel that may be a basis for justifying a 4-cent 
rate for first-class mail ? 

Mr. MacNeat. That goes further than I am willing to go. I think 
the Congress should determine what those relationships should be. 

Mr. JoHaNnsEN. One final question. We had an earlier witness who 
proposed that the Congress in this alleged determination of policy 
fix some percentage of the total cost of postal operations as the per- 
centage which should be borne from the public-service standpoint. 

Would you subscribe to that approach, and what would you regard as 
the appropriate percentage ? 

Mr. MacNerat. I dislike to seem uncooperative or stubborn, sir, 
but I do not believe that until you have established whether the pri- 
inary purpose of the post office is handling first-class mail you can 
arrive at a pretense of establishing percentages for the subsidiary 
classes of mail with respect to their present rate levels, because it 
may be entirely possible that the second class or third class or fourth 
class are more than paying their out-of-pocket expenses right now if 
the full cost of handling first-class mail were known and provided for. 
| think it is perfectly apparent in the rate history that I have given 
in brief here that it was the intent of the Congress to reduce the cost 
of handling first-class mail to the user of the mail. Having done that, 
[ see no reason why subsidiary classes established as incremental 
sources of revenue should then be expected to pick up part of the bill 
that Congress had already said constitutes a public service by their 
failure to char ge for the full cost of the service. 

Mr. Jonansen. Do you believe the Post Office Department has 
adequate means through their cost-ascertainment procedures, or other 
means, of determining the true cost of handling even first-class mail ? 

Mr. MacNrat. I believe that the great majority of items of infor- 
mation is already available. I hesitate to connect that statement with 
the cost-ascertainment report because I do not believe it is on the for- 
mulated basis I proposed as a proper approach to the solution of the 
problem. 

The Cratrman. Any other questions? 

Mr. ALexanper. Mr. MacNeal, in determining this overall policy 
which I believe you feel is necessary before we can, as Members of 
Congress, sit down and determine rates, what cornerstones or recom- 
mendations would you give us for our consideration in determining 
this policy ? 

Mr. MacNeau. For one thing, sir, I do not hold to the view if it be 
held elsewhere that Congress has been asleep at the switch because it 
did not change rates. I think there is such a thing as negative ap- 
proval. In other words, the Congress may very well have examined 
a rate as it has from time to time, failed to take any action to change 
that rate up or down and I believe that by that action or lack of action 
after proper consideration it has given an expression of its policy 
with respect to that rate. 

Now there have been adjustments in recent years. I think that on 
the basis of the statement that I have just made about negative ap- 
proval that it is conc we we might go back to perhaps 1950, al- 
though I do not offer that as a per fect year, in establishing the rela 
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tionship between the rates, to determine that the policy the Congress 
had established up to that time was a proper rel: ationship bet ween rates. 

To think in terms of subsidy or deficits is fundamentally wrong 
because we are applying a form of logic to the Post Office Department 
that is not applied to other branches of the Government and if I were 

i postal employee I would not be flattered by the thought I was part 
of an organization which was continuously creating an enormous 
deticit, and I do not believe we should make those people feel that way. 

As a publisher I do not like to feel that we are ee a large 
subsidy from the taxpayer for our own personal gain. 1 do not believe 
that is true. We have operated a business in the public interest, we 
have made a modest profit. I believe that those fundamental things I 
have just reviewed here are basic to the determination of a proper rela- 
tionship between the postal rates and the sources of revenue to pay for 
those costs that are involved in the operation of our postal svstem. 

Mr. ALEXANDER. I agree with you that the rates we have established 
and have been using is a policy of the Congress in regards to second- 
class matter and other matter. The thing that worries me is:if the 
Congress should decide that we need to take in more revenue on 
the rate structure of the post office, then we are going to be changing 
our policy to a limited extent anyway in — to how much we con- 
sider public service and how much we consider as a necessary expense 
that the mail user ought to pay. 

What could you give us that would help us in determining what this 
should be if we decide we had to raise it? Should we consider each 
class of mail, first, second, and third, separately’ As a practical 
matter, in order to establish policy, it would be necessary to determine 
what percentage each rate should pay: would it not ! 

Mr. MacNeav. The first class of mail _ the only class on which a 
monopoly has officially been established and the atmosphere in which 
that monopoly was established, I iaclianba: dictates the necessity for 
determining what is the true cost of handling that one service which 
the Government says no other organization may perform. 

Once the costs of that particular service have been determined, then 
I think it is proper to consider the additional classes of mail which have 
been established as a service, but not a monopoly to determine what 
their share of whatever additional costs may be created by that serv wice 
should be borne by the user. 

Mr. Avexanper. Do you think certain magazines, such as True 
Story and a number of magazines of that type. are in the same class 
is P ,opu lar Mechanics or your own magazines, or do you think tf] ere 
might to be some study of that made? I believe the policy was, when 
put periodical publications in second class, that second-class mat- 
‘was published for the dissemination of information of a public 

ter or devoted to literature, science, arts. et cetera. Do vou think 

re are certain periodicals that are now second class that prop- 
separate categol 7% 

Mr. MacNeat. I hope vou will forgive me in my reply if I make 
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clear that I am just as dedicated to our field of 3 ndustry as vou ladies 
| gentlemen are to vour service to our country. I believe that it is 
lamentally wrot gto ul dertake to determine what is appropriaté 
ng) tte f , etigan food errs. Sere shears ertain type 
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not read what we might consider classic literature will, however, if 
they read the thing that they like, dev elop a taste for better and better 
writing and by that process will have an increase in their appreciation 
for what perhaps others might consider a better grade of literature ; 
and in that sense it performs a very useful service just as there were 
books in the primary grades of our grammar schools that would not 
make very lively reading for us today, they were a means to an end. 
1 think that the person who reads will be better off than the person 
who does not read, and if the dissemination of material which will 
induce people who read who would not otherwise read. is permitted 
under this statute that a service to the country has been performed. 

Mr. ALEXANDER. Just one final question. I believe that last year, 
1955, the second-class mail paid 22 percent of the actual cost of the 
delivery of those periodicals. Do you feel, or do you not feel that that 
isa rather low percentage of actual cost ¢ 

Mr. MacNeau. I have no basis to determine the validity of that 
pesrcentage figure or the cost figures on which it is based. For exam- 
ple, there are many variables in the transportation side of the post- 
office business and I repeat that I am most inexpert in these matters, 
but suppose that the same transportation medium is used to haul first-, 
second-, third-, and fourth-class mails. Now suppose that you operate 
on the 50-50 base of 1 horse and 1 rabbit and charge the cost of that 
on a formula that is not realistic for the simple reason that that type 
of transportation probably would not have been used had there been 
nothing but fourth- or third- or second-class mail, it was used pri- 
marily for first-class mail. I do not know if that is a good illustration 
but I used it to point up that not knowing the basis on which that 
transportation cost was arrived at, I cannot answer your question as 
to whether the percentage allegedly borne by one class of mail is 
appropriate. 

Mr. Moss. On this matter of postal costs you indicated that Con- 
gress has arrived, in effect by negative approval, failure to act, at a 
policy, but it is not a clearly defined policy. It is not a policy that 
you can discern readily and on the basis of it say that we can antic- 
ipate next year a need for increases in second, or we can antic ipate a 
need for increases in first. 

It is very shadowy policy at best, is it not ¢ 

Mr. MacNeat. I dislike to say “Yes” if that implies criticism of the 
policy, because the policy has been created piecemeal over many years 
and I am sure with the best interests of the country in mind every 
time action was taken or considered and not taken. 

What I do feel necessary to be done in the establishment of policy 
is to create some means whereby the users of the mail can foresee 
within reason what their future mail costs might be. 

Mr. Moss. I am in agreement with you on that. 

Do you think it is an assignment that would be unnecessarily time 
consuming or result in, we will say, practicing of procrastination by 
the committee? Do you not think it is something we could do now 
and perhaps render a great public service in the doing? 

Mr. MacNeat. I believe that that need not be a terribly time-con- 
suming process because most of the factors which affect post-office 
operational costs are known. There are public indexes that indicate 

changes from year to year and that is why I suggested the moving 
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average theory so that you could see that moving average building 
up in one direction or dropping in the other so you might determine 
what action, if any, was appropriate in the future. The moving aver- 
age theory is something that most of us use to see what is happening, 
perhaps 7 you might call it establishing a trend statistically. I hesitate 
to use that terminology, but I believe that that is a practical approach 
to the determination of what adjustments might be necessary, if 
adjustments are to be based solely on costs. 

If the Congress and the Post Office Department had established 
a list of those costs, had available to them the moving averages of 
those costs, then all that would be necessary to determine is whether 
there are other intangible factors that should affect the adjustment 
of rates and action might be much simpler, and the time of this 
committee required for such study considerably lessened. 

Mr. Moss. The fact that there has been no deliberate or intentional 
policy in this whole thing, but that the policy we have arrived at is 
a byproduct of rates at the moment, and in fact does not constitute 
a sound foundation for ratemaking—those are the very questions 
which are continuously asked by people coming before the committee 
and by the committee itself. If we had a real policy we would not 
have to ask you what portion might be borne by first class or what por- 
tion is a public service. Having a policy, those answers would be 
readily available, and working within the framework of the policy 
we could set the rates. 

Do you feel that would be the type of policy definition that would 

satisfy you? 

Mr. MacNrat. Very much so. 

Mr. Moss. I certainly hope that we are able to do that. 

Mr. Rees. In your policy I believe I am correct in this statement 
that the Curtis Publishing Co. does not accept liquor advertising. 
Is that correct ? 

Mr. MacNeau. That is not correct. 

Mr. Rees. I am disappointed, because I thought that your organ- 
ization was one who did not accept it. 

Mr. MacNeat. I think your confusion on that point is understand- 
able because we do not take it in the Saturday Evening Post or Jack 
and Jill. We do take it in Holiday magazine. 

Mr. Rees. The Saturday Evening Post does not carry liquor 
advertising ¢ 

Mr. McNeat. No, sir. 

Mr. Rees. And neither do the other two; is that right ? 

Mr. MacNerat. That is right. 

Mr. Rees. I commend you to that extent and hope you will get to 
where you will take it out of Holiday, too, which will indicate you can 
make profits without accepting liquor advertisement. 

Mr. MacNeat. I will bear your views in mind. 

Mr. Jonansen. We have testimony today that this postal rate in- 
crease involves a threat to the tax yield and I suppose therefore to a 
balanced budget. We had testimony earlier in these hearings from a 
very competent witness that the postal rate increase was indispensable 
to a balanced budget. 

I wonder, in view of that conflict of testimony and the gravity of 
the matter involved, if it would be in order to suggest that we invite 
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the Secretary of the Treasury to appear before the committee to tes- 
tify on that? 

The Cuarrman. I think that would be very appropriate and I will 
invite Secretary of the Treasury Humphrey to appear. 

Mr. Rees. I trust Mr. Sweet’s publications are following the policy 
of the great Senator Capper in not accepting liquor advertisement. 

The CuarrMan. Next witness, David K. inkwoeth representing 
the Middle Atlantic Newspaper Conference and also the following: 
Maryland Press Association, New Jersey Press Association, Publish- 
ers’ Bureau of New Jersey, Inc., New York Press Association, New 
York State Publishers’ Association, and Pennsylvania Newspaper 
Publishers’ Association. 


STATEMENT OF DAVID J. WINKWORTH, MANAGER, PUBLISHERS’ 
BUREAU OF NEW JERSEY, NEWARK, N. J. 


Mr. Winxwortu. My name is David J. Winkworth, manager of 
the Publishers’ Bureau of New Jersey, with offices in Newark, N. J. 
I am here as a representative of the Middle Atlantic Newspaper Con- 
ference comprised of the following newspaper trade associations: 
Maryland Press Association, New Jersey Press Association, Publish- 
ers’ Bureau of New Jersey, New York Press Association, New York 
State Publishers’ Association, and Pennsylvania Newspaper Publish- 
ers Association. ‘These organizations represent 630 weekly, 235 daily, 
32 Sunday, and 5 legal newspapers in Maryland, New Jersey, New 
York, and Pennsylvania. 

The purpose of my appearance before this committee is not to op- 
pose an increase in second-class postal rates but rather to place into 
the record four considerations which should be weighed in any study 
of this problem. 

Point 1: During a hearing before a similar committee on this same 
subject Senator Thomas Underwood, of Kentucky, stated “My opin- 
ion has been all the time if the post office is run as a business, then the 
Government has got no business running it.” He elaborated on this 
comment by observing that if mail delivery is a business the post 
office would be justified in eliminating most of the rural routes. 

We do not think delivery of mail is a business. It is a service to 
the people provided by the Government. It furnishes a service to 
people living on rural free delivery routes. It provides second-class 
mail facilities so that the citizens of this country can obtain news- 
papers and other reading matter at rates which they can afford to pay. 

Approached from this point of view, the charge that second-class 
mail does not pay its own way loses much of its seriousness. 

Point 2: Low second-class mail rates do not constitute a subsidy to 
newspapers. Newspapers are a business and, fortunately, a successful 
business. Because of their economic independence our newspapers are 
able to me the people of this country the best informed people in the 
world. They have been able to praise or criticize without fear of 
reprisals through economic pressures. They have given the people a 
truly free press. 

Any subsidy which may exist in second-class postal rates has been 
as a service to subscribers who receive deliveries through the mails. 
It is a well-accepted fact that newspapers do not make money in their 
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circulation. Every newspaper has some subscribers in fringe terri- 
tories, in isolated communities, who receive direct delivery at a loss 
to the newspaper. Mail deliveries of newspapers are frequently in 
this same category; often the subseription price is only shghtly above 
the second-class post: ige cost. The reason newspapers continue to 
otfer subseriptions by mail which result in a loss or at best no profit 
is twofold. They have an obligation to supply news to anyone in 
their circulation area and only by reaching the nonprofit: able fringe 
of their areas can they grow. A substantial increase in second- class 
rates must be reflected in the cose of mail subseriptions which in turn 
will deprive some rural subscribers of their newspapers. 

Point 3: Much of the cost of second-class mail delivery is absorbed 
by newspapers. News is perishable and the objective of every news- 
paper publisher is to get his newspaper into the hands of the reader 
as soon as possible. To speed this service, many newspapers deliver 
their editions destined for distant points directly to the railway mail 
service at the railroad stations. They use their own trucks to deliver 
papers directly to the many rural post offices in their circulation areas. 
This is x costly operation requiring thousands of truck-miles per day. 
Were not the time element involved this transportation, already in- 
eluded in second-class rates, would impose an additional cost on the 
post office service. Newspaper publishers often arrange to label their 
papers, bundle them, put them in mailbags, label the bags on the 
outside, 2nd assist the movement of this mail through the post offices in 
every way possible. In assessing the cost of second-class mail these 
factors should be considered. 

Point 4: Will a reduction in the volume of second-class matter ease 
the problem’ The Congress of this country established rural free 
delivery to permit the rapid delivery of all classes of mail to those in 
rural areas. These services would still be necessary if no second-class 
matter were carried to these rural residents. 

Because of curtailment in railroad facilities and increasing com- 
petitive situations among newspapers and between newspapers and 
radio and television new and faster methods of newspaper delivery 
are the desire of every publisher. Today a smaller percentage of news- 
P ipers is delivered through the mails than at any previous time. The 
‘ost of the second-class mail service as well as the inflexibility of some 
deliveries prov ided by the post office contribute to this dec ‘line. 

An excessive increase in postal rates would tend to force more and 
more newspapers to find methods of delivery which would be better 
suited to their needs. Many newspapers have been obliged to resort 
to deliveries in conjunction with the de ‘livery of motion-picture films, 
ugh the use of bread-truck deliveries, bus systems, and personal 
lelivery service by individuals on a part-time basis. Rate increases 
‘ich would further discourage the use of second-class postal facilities 

ewspapers would compound rather than ease the post office revenue 


\g I saved wapapers do not want any subsidy from the postal 
service Thev are looking for the best method of delivering their 
ro t to the reader at a cost which the reader can afford. At the 
satiated 


me, the second-class delivery proy ides the best method avail- 
able to many of our newspapers and at a cost which is not prohibitive 
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to the subscriber. We sincerely hope this Government service will 
continue to be available at rates om ote will permit its use by our 
newspapers. 

The Cuairman. Thank you, Mr. Winkworth. Are there any ques- 
tions ¢ 

Mr. Gross. It is your contention, then, Mr. Winkworth, that if the 
Post Office Department was taking care of the handling of all second 
class mail, for which the publishers are now paying at least part of 
the costs without getting full service, the costs to the Post Office 
Department would substantially increase; is that right / 

Mr. Winxwortnu. That is right. 

Mr. Gross. What is the attitude of your bureau toward title 11 of 
this bill, to establish a commission to fix rates ¢ 

Mr. Winxworrtu. We would prefer that that remain with Congress. 

Mr. Gross. You would prefer that that remain with Congress ¢ 

Mr. Winkworth. Yes. 

Mr. Gross. Thank you. 

The Cuarrman. Thank you very much, Mr. Winkworth. 

The next witness is Mr. Gedfrey Hammond, president, Popular 
Science Publishing Co., New York City. 

(The following is the statement submitted for the record by Mr. 
I{fammond :) 


SUMMARY OF TESTIMONY OF POPULAR SCIENCE L’UBLISHING Co., GODFREY HAMMOND 
PUBLISHER, POPULAR SCIENCE MONTHLY AND OuTpOoR LIF! 


In common with the great majority of (if net all) magazine publishers, we are 
making less und less profit on a larger and larger dollar volume. 

In the 4 years since the 30 percent increase on second-class rates went into 
effect in 1951, the dollar volume for our company has increased 25 percent but the 
profits have decreased 25 percent. An:] these are the most prosperous yeurs in 
the history of our country. 

Our bill for postage in 1951 was $322.5 t2 
an increase of $325,158. 

The new rates in H. R. 9228 entitled, ominously, “The Temporary Postal Rate 
Increase Act 1956" would add 30 percent to our postage costs. This would mean 
an increase of $194,000 in our expenses Which in turn would mean a decrease 
in our profits of 49 percent since 1951. 

Our company would still make some pretit but it would be shrunk to less 
than 2% percent on our dollar volume. A dangerously low figure 

Even more ominous than the fact that title I is referred to as a “temporary 
postal rate increase” is title IT which (1) not only takes away from the Congress 
the authority to make posta] rates, but atso (2) grants to a department of the 
Government, which has a monopoly, the right to make its own rates. This 
would create an intolerable situation. 

We do not believe the Congress wil! surrender its historical right to set the 
policy and rates for postal service. As this right affects the whole public. it 
should be exercised by elected represent: tives of the people rather than by a com 
mission appointed by an executive and wnder the direction and control of a de 
partment headed by appointed officers, rather than elected officers 

May I repeat, I believe the second part of H. R. 9228S should be of even more 
concern to the Postal Committee than the first part of this bill. 

We believe further increases in second-class postal rates are justified only 
after : 


>in 1955 our postage cost was S648,000, 


1. Congress has recognized that the Post Office Department renders a 
public service to all citizens. 

2. Congress has recognized that »eriodicals render a public service as an 
important ready-made means of conununication. 
3. Congress has recognized that periodicals are an important factor in 
Adult education. 
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To secure the information needed to determine postal rates, it is suggested 
that a permanent joint commission be appointed by the House and Senate Postal 
Committees. 

Having weighed all the factors on all classes of mail matter and postal services, 
then the House committee can set the policy for the operation of the Post Office 
Department. 

Then this permanent commission (1) selected by, (2) paid by, and (3) respon- 
sible to the House and Senate Postal Committees should suggest rates. The 
rates should equate the public service rendered by the Post Office Department 
with the fact that a business that has to operate 40,000 branches and give 
personal delivery service to 165 million people, can’t possibly operate on a 
profit basis. 

This joint congressional postal commission would study objectively the pres- 
ent and future operations of the Post Office Department from an efficiency and 
accounting standpoint. 

Presumably such studies would result in economies through greater operating 
efficiencies ind then, and not until then, should there be recommendations for 
increased rates. 

But these rates should be based on congressional policy, recognition of the 
public service performed by the Post Office Department and the ability, on the 
part of the users, to pay increased rates. 

When an approach such as outlined above is made to the post-office problem 
then we, and probably other publishers, would have confidence in the objectivity 
of the commission and is proposals, and the House Post Office Committee 
would find that publishers would have an entirely different attitude toward rate 
increases. 

Aprit 10, 1956. 


STATEMENT ON BEHALF OF POPULAR SCIENCE PUBLISHING CO. IN RELATION TO 
H. R. 9228 ny Goprrey HAMMOND, PUBLISHER OF POPULAR SCIENCE MONTHLY 
AND OurTpoor LIFE 


On previous occasions when I have appeared before this committee I have 
described Popular Science Monthly as the interpreter of the modern sciences and 
as an aid to the Federal Government, as well as to scientists and businessmen, by 
bringing to the American people up-to-the-minute information on the most recent 
applications of science. The January issue of Popular Science featuring the 
story of the earth satellite and pictures of the model of the midget moon made 
by Popular Science in cooperation with the United States National Committee 
for the International Geophysical Year (July 1957 to December 1958), is typical 
of our editorial program. 

Popular Science Monthly is read by some 1,200,000 men who are young, ambi- 
tious, and seeking to increase their engineering or technical knowledge. Cur- 
rently 48 percent of Popular Science circulation is bought on the newsstands, 
57 percent by subscriptions. 

One of the gravest problems facing the Nation today is the shortage of engi- 
neers, scientists and technicians. Magazines such as Popular Science Monthly 
can help solve this problem. The young man who reads Popular Science learns 
from its columns which branches of engineering and science are most interesting 
to him. He simultaneously discovers his aptitudes by experimenting with the 
how-to projects described in the magazine. Thus, he finds out how he can con- 
tribute most effectively to the technological society in which we all live, and is 
stimulated to pursue a career that will serve both his own interests and those 
of the Nation. 

More youg men must be induced to seek careers in the physical sciences if this 
country is to remain strong. The Russians are not only using their own publica- 
tions, but also Popular Science Monthly, to awaken their young people to the 
potentialities of science and engineering. Ever since World War II we have 
been receiving orders from official agencies of the USSR for subscriptions to 
Popular Science to be sent to technical schools, colleges, and libraries in Moscow 
and the principal industrial cities of the Soviet Union. The Congress should see 
to it that Americans, too, will find it easy to consult and inexpensive to enjoy and 
benefit from reading such magazines as Popular Science Monthly. 
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Outdoor Life is devoted to supplying its 900,000 readers with information about 
hunting, fishing, and camping. Currently 46 percent of Outdoor Life circulation 
is bought on the newsstands, 54 percent by subscriptions. 

The chief plank in Outdoor Life’s editorial platform is the continuous presenta- 
tion of the importance of conservation to the Nation. This feature of our edi- 
torial program is summarized in this 30-word conservation pledge: 

I give my pledge as an American to save and faithfully to defend from 
waste the natural resources of my country, its soil and minerals, its forests, 
waters, and wildlife. 

This pledge has been publicized through millions of pages of Outdoor Life since 
it was first given to the Nation in 1946 in a ceremony at the Washington Monu- 
ment and accepted by Julius A. Krug, then Secretary of the Interior. Literally 
millions of sportsmen, Boy Scouts, and other American citizens have publicly 
taken this pledge. It appears in every copy of the Boy Scouts Hand Book and 
it is reprinted on millions of hunting and fishing licenses. 


A QUICK LOOK AT THE PERIDOCAL PUBLISHING INDUSTRY 


The size and variety of the periodical publishing business in the United States 
is indicated by the fact that there are, I understand, some 25,000-publications 
that have been granted the second-class rate by the post office. 

In this and previous hearings, and discussions of the Post Office Department’s 
financial problems, we hear constantly about the “big, rich publishers.” Actu- 
ally there are only 483 magazines (and 5 newspapers) that have more than a mil- 
lion circulation. The other 24,952 publications that have the second-class rate 
range from newspapers and magazines with circulations of a few hundred 
thousand down to the great mass of the 25,000 periodicals with second-class rates 
that have only a few thousand circulation—weekly newspapers, religious and 
professional journals, conservation bulletins, and innumerable other publications. 

Obviously the vast majority of the publishers of this country are neither big 
nor are they rich. As a matter of fact, they are small-business men struggling 
to maintain their integrity and independence and remain in business. 

I pick the 1 million circulation figure as a dividing line as that is where our 
magazines stand (Popular Science Monthly 1,200,000, Outdoor Life 900,000). If 
further increases in postal rates would be a serious financial burden on Popular 
Science Publishing Co., they would be a still greater threat to the 20,000 or more 
publications that don’t have the circulation we have nor carry the volume of 
advertising we carry. 


EFFECT OF H. R. 9228 ON POPULAR SCIENCE PUBLISHING CO. 


In 1955 our company spent for postage $648,000. This was spent as follows: 


Postage | Per 
Ist class ie ss le Stk _ seadbeel Z $144, 900 22. 4 
i maid 7 . ee 316, 200 48.8 
ee eee eh bbbhaddnwds ce . 126, 900 19. ¢ 
SS Rak PIE On e epree res = ad ‘ae 60, OO 2 
FN es ee - 648, 000 100.0 


$648,000 was 6 percent of our total 1955 expenses, our expenditures for postage 
in 1955 was just about twice our net profits. 

If H. R. 9228 in its present form is passed by Congress it will increase our 
cost of doing business some $200,000. As the Treasury Department would lose 52 
percent of this amount the net profits of our company would be reduced ap- 
proximately $100,000 and bring our net earnings down to less than 214 percent 
of our sales volume. 

As many of the members of this committee are familiar with business, or are 
attorneys for businessmen, they will recognize that a 2% percent profit on a com- 
pany’s dollar volume (in these superlatively prosperous years) is a dangerously 
low profit margin. As a glance at the following table will show, the publish- 
ing business is one of the poorest in the country. Whereas, cement companies 
make 15.3 percent; petroleum, ete., make 10.7 percent, etc.; net profit on their 
dollar yvolume—the publishing business makes less thin 3 percent. 
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Profits after tares, as a percentage of sales, 1954—25 of the leading industries 
plus the magazine industry 


Pereent Percent 
Cement __---- MR bent MURR K nk acnnneemcesivedto ee 
Petroleum products and refining. 10.7] Soap, cosmetics, ete_._.__._----~~ >. 0 
Drugs and medicines_____-._~~ klectrical equipment, radio, and 
Chemical products_._........... {4 5.0 
Glass products__ Hardware and tools... ..__ ; 
Paper and allied products____-__ Furniture, wood products___ ~~ 
Nonferrous metals_____-_----~- Agricultural implements___-~-~~ 
Lumber  Tobact®. products. 4. cere s-e 
Office equipment SN OG Le RINE 25 sorcentasrunnisine inne 
Autos and trucks Tires, rubber products 
Iron and steel — Liuailding, heating, 
Paint and varnish— equipment 
Machinery___--_-- Se 
Silk and rayon Magyzine publishing__—_ 


Souree: National City Bank of New York. 
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Since 1951 we have absorbed a 30-percent increase in second-class rates. 
These increases affected our profits in our 1952, 1953, 1954, and 1955 fiseal years. 
The profit results of these years for Popular Science Publishing Co. on a com- 
parable accounting basis show a steady decline in profits despite a steady in- 
erease in total dollar volume. As the accompanying chart shows, we are in a 
weaker position to absorb postal increases in 1956-57 than we were in 1951. Our 
net profits in 1955 were down 25 percent from 1951 despite the fact our dollar 
volume of business was up 25 percent. Although for 1956 we are forecasting 
smaller profits than in 1955, let us use the 1955 profit figure as a base and 
apply against it the impact on our net profit of the temporary increases proposed 
by the Post Office Department. 

In 1951 our cost for postage (all classes) was $322,842. In 1955 our cost 
for postage (all classes) Was $648,000, 

Assuming the proposed temporary increase as 30 percent—in round figures— 
our postage bill would be increased from S648,000 in 1955, to $842,000 or a $194,- 
000 increase. The Treasury Department would lose, roughly, half of this which 
in turn would mean a reduction of $97,000 in our net profits—or a decrease of 
49 percent in our profits since 1951. This would bring our earnings down to less 
than 244 percent of our dollar volume. 


SHOWING SHARP Drop IN PROFITS OF POPULAR SCIENCE PUBLISHING COMPANY 
SINCE NEW POSTAL RATES WENT INTO EFFECT IN 1952 AND THE FURTHER EFFECT 
ON PrRorFitrs Ir PRoposep RATES ARE Put INTO EFFECT 


Many publications of less than a million circulation or publications that carry 
less volume of advertising than we do, presumably would have their profits ex- 
tinguished totally. 

We have used the year 1951 as our point of departure for these comparisons, 
as that was our last full fiseal year before the Post Office Department's 10 per- 
ceni-10 percent-and 10 percent increase went into effect. The proposed 30 per- 
cent (average) increase, coming on top of the previous 30 percent increase, means 
that the publishing industry is being asked to absorb not a 60-percent increase 
in rates but a 69-percent increase in less than 6 vears. 

How does this compare with increases in two of the other of our biggest pub- 
lishing expenses? Our biggest expense is paper. Between 1951 and 1955, the 
cost of paper for Popular Science Monthly and Outdoor Life has gone up an 
average of 9 percent—against the post «ffice increase of 30 percent—plus their 
proposed increase of another 30 percent. In this same period the cost of our 
second biggest item—printing-——has -one up 12 percent against the post office 
increase of 30 percent—plus their proposed increase of 30 percent. As the fore- 
<aing chart and figures show we are reaching the limit of our ability to pay. 

There seems to be some Confusion asx to what figure the Post Office Depart- 
ment uses as the loss on second-class mail. If the revenue to the Post Office 
for second—~lass mail is $65 million and the nitimate object is te have second- 
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| wsis of a S2YS million cost, then $233 million 


class fully self supporting on the 
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more has to be raised or practically 314 times what publishers now pay. This 
would be an increase in postage costs on second-class matter of 358 percent. I 
can’t speak for others, but if we had to pay 358 percent more than we paid for 
second-class postage in 1955, we would have to pay $1.106.000 more for second 
class postage than we paid in 1955. Obviously impossible on our size oper 
ation—in fact it would wipe out our profits entirely. and put us in the red 

If the right to tax is the right to destroy then the right to make such drastic 
ultimate increases in our business costs (as the Post Office Department indi- 
cated it would ask for if given the awtherity) should not be in the hands of a 
Government department. It should remain in the hands of Congress. So title 
II, section 204 is even more dangerous to the publishing industry than the pro 
posed, ominously termed, “temporary” rate increase of H. R. 9228. To give 
a monoply—which the Post Office Department is—the right to make its own rates 
to the public would be the surrender of rights that Congress has maintained 
from the beginning of our Nation. 

We do not believe Congress will surrender its historical responsibility to set 
policy and rates for the postal services rendered to the whole public. This 
right and responsibility should continue to be exercised by elected representa 
tives of the people; rather than by a colmmission appointed by an executive and 
under the control of a department headed by appointed officers rather than 
elected representatives. 

To summarize: Our company is opposed to an increase in postal rates until 
(1) Congress has set a policy that recognizes that the primary purpose of the 
Post Office Department is to render a public service to all the American public 
and that Congress retains the right and responsibility to make postal rates. 

To secure the information needed to determine postal rates, it is suggested 
that a permanent joint commission be appointed by the House and Senate Postal 
Committees. Having weighed all the factors on all classes of mail matter and 
postal services, then the House committee can set the policy for the operation 
of the Post Office Department. Then this permanent Commission (1) selected 
by, (2) paid by, and (3) responsible to the House and Senate Postal Committees 
would suggest rates. The rates should equate the public service rendered by 
the Post Office Department with the fact that a business that has to operate 
40,000 branches and give personal delivery service to 165 million people, can't 
possibly operate on a profit basis. This Joint Congressional Postal Commission 
would study objectively the present und future operations of the Post Office 
Department from an efficiency and accounting standpoint. 

Presumably such studies would result in economies through greater operating 
efficiencies and then, and not until then, should there be recommendations for 
increased rates. But these rates should be based on congressional policy, ree 
ognition of the public service performed by the Post Office Department and the 
ubility, on the part of the users, to pay increused rates. 
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When an approach such as outlined above is made to the Post Office problem 
then we, and probably other publishers, would have confidence in the objectivity 
of the Commission and its proposals, and the House Post Office Committee would 
find that publishers would have an entirely different attitude toward rate 
increases. 


The Cuamman. Will you highlight your statement, Mr. Hammond ? 


STATEMENT OF GODFREY HAMMOND, PRESIDENT, POPULAR 
SCIENCE PUBLISHING CO., NEW YORK, N. Y. 


Mr. Hammonp. In view of the fact that the people remaining on 
the committee are familiar with our publications, I can skip through 
the forepart of my statement which deals with the importance, in 
our judgment, to the American public of the Popular Science Monthly 
and Outdoor Life. If there is no disagreement with that, I can go on 
to the next step in my statement. 

Mr. Rees. You publisha very fine magazine. 

Mr. Hammonp. I had in mind that you had 10 new members on 
your committee, and I was going to outline that. But I can start at 
this point. I would like to point out that there are some 25,000 pub- 
lications in this country that have been granted the second-class privi- 
lege and in this and previous hearings, in discussions and statements 
emanating from the Post Office Department and elsewhere, we hear 
continually about the “big, rich publishers” in the publishing business. 
Actually this is not a big and rich business if you consider there are 
only 43 magazines in the country that have circulations of more than 
a million. 

The Cnarrman. In order to save time, can you just state the posi- 


tion of yourself on this bill; because, otherwise, we will have to adjourn 
and have you come back at a later date? 

Mr. Ham™onp. I would like to make the point then that we use 
first-class, second-class, third-class, and fourth-class mail, and I under- 
stand that 22 percent of our mail business last year was first class, 
{8 percent was second class, 20 percent was third class, and 9 pose 


was fourth class. So we have an interest in all sections of the bill. 

The Crarrman. Let us have your position on the bill and you can 
submit your entire statement for the record. 

Mr. Hammonp. I make the point along toward the summary that 
the Post Office Department at one point says they have lost some $235 
million. That ison page 9. It says that the revenue of the Post Office 
Department on second-class mail has gone as high as $30 million. 
This may not be exactly correct, but I understand that the Post Office 
Department at one point in the testimony of the Postmaster General 
said that they had lost $233 million on second-class matter, and at 
another point they refer to it as a loss of $93 million. So if you use 
the Post Office Department's figure of $233 million loss, that would 
mean that the second-class users would have to pay some 7 times 
more than they are now paying for mailing their periodicals, and 
in the case of the Popular Science Monthly that would amount to 
seven times as much as they are now paying, which last year would 
have meant we would have to pay $2,212,000 more for second-class 
postage than we paid in 1955. 

The Cuarrman. Of course, this bill does not make any such pro- 
posal as that. It only provides for a 30-percent increase over a period 
of 2 years, which is 15 percent each year. 
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Mr. Hammonp. Which would be an increase of 69 percent that we 
have had in the last 5 years. 

The Cuarrman. But 7 times would be 700 percent, which is quite 
different. 

Mr. Hammonp. At the same time, the statement is made repeatedly 
that they want to put the Post Office Department on a basis where 
-ach classification is paying its own way. I want to emphasize that 
it is impossible for the publications to pay the whole amount of the 
difference between income and expenditures of the Post Office Depart- 
ment. 

The Cuairman. Are you opposed to any increase in the present 
rates ¢ 

Mr. Hammonp. Our company is opposed to an increase in postal 
rates until (1) Congress has set a policy that recognizes that the _ 
mary purpose of the Post Office Department is to render a public 
service to all the American public and that Congress retains the 
right and responsibility to make postal rates. 

To secure the information needed to determine postal rates, it is 
suggested that a permanent joint commission be appointed by the 
House and Senate postal committees. 

Having weighed all the factors on all classes of mail matter and 
postal services, then the House Committee can set the policy for the 
operation of the Post Office Department. 

Then this a commission (1) selected by (2) paid by and 
(3) responsible to the House and Senate postal committees would 


suggest rates. The rates should equate the public service rendered by 


the Post Office Department with the fact that a “business” that has to 
operate 40,000 “branches” and give personal delivery service to 
165,000,000 people, can’t possibly operate on a profit basis. 

This Joint Congressional Postal Commission would study objec- 
tively the present and future operations of the Post Office Depart- 
ment from an efficiency and accounting standpoint. 

Presumably such studies would result in economies through greater 
operating efficiencies and then, and not until then, should there be 
recommendations for increased rates. 

But these rates should be based on congressional policy, recogni- 
tion of the public service performed by the Post Office Department 
and the ability, on the part of the users, to pay increased rates. 

When an approach such as outlined above is made to the post-office 
problem then we, and probably other publishers, would have confi- 
dence in the objectivity of the Commission and its proposals, and the 
House Post Office Committee would find that publishers would have 
an entirely different attitude toward rate increases. 

The Cuatrman. Are there any questions? If not, thank you very 
much, Mr. Hammond. 

Mr. Hammonp. Thank you. 

The Cuairman. Now there are two witnesses we cannot reach to- 
day. They are both representing the Hearst Publications. Is Mr. 
Herbert R. Mayes present ? 

Mr. Mayes. Yes, sir. 

The Cuarrman. What about Mr. Edward D. Becker ? 

Mr. Becker. Yes, sir. 
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The Cuairman. You gentlemen will have to come back tomorrow, 
unless you want to leave your statement and have it inserted in the 
record. But if you want to appear before the committee and read 
your statement, vou will have to come back tomorrow. What is your 
desire ¢ 

Mr. Mayes. I desire to come back tomorrow. 

Mr. Beeker. I desire to come back tomorrow. 

Mr. Rees. I have one question. Mr. Hammond, you have appeared 
before this committee con other occasions, have you not ‘ 

Mr. HamMonp. | have had that pleasure and, if I was not being 
hurried so, I would lke to pay tribute to Mr. Murray and yourself 
for your patience in dealing with all of us. 

Mr. Rees. You have had patience, too. 

The CuairmMan. If there are no further questions, the committee 
will stand adjourned until 10 o’¢lock tomorrow morning. 

(The committee thereupon adjourned until tomorrow, Wednesday, 
April 11, 1956, at 10 a. m.) 
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WEDNESDAY, APRIL 11, 1956 


House oF REPRESENTATIVES, 
ComMMI?TTEE ON Post Orrick AND CIvIL SERVICE, 
Washington, D. 
The committee met at 10:15 a. m., pursuant to recess, in room at 3, 
Old House Oifice Building, Hon. Tom Murray (chairman) presiding. 
The Cuairman. The committee will be in order. 
The hearings will be resumed on H. R. 9228, the postal rate bill. 
The first witness this morning is Mr. Herbert R. Mayes, editor of 
(good Housekeeping magazine, New York City, representing the 
Ilearst Magazines. 


STATEMENT OF HERBERT R. MAYES, EDITOR, GOOD HOUSEKEEPING 
MAGAZINE, NEW YORK, N. Y., REPRESENTING HEARST MAGA- 
ZINES 


Mr. Mayes. Mr. Chairman and ladies and gentlemen of the com- 
mittee, my name is Herbert Mayes. I am the editor of Good House- 
keeping Magazine, a women’s magazine which has been published 
monthly since its founding in 1885. I have been the editor since 1940. 

I am representing the Hearst Magazines. Our magazines include 
Town and Country; Harper’s Bazaar; House Beautiful ; Cosmopoli- 
tan; American Druggist ; Motor; Motor Boating; and Sports Afield. 

Good Housekeeping has a current average circulation of 3,600,000 
copies per issue. 

| would lke to interpolate, if I may, and advise Mr. Rees that 
ve do not accept advertising for beer, wine, or hard liquor, but that 
our other m: een do not strenuously resist it. 

Mr. Rers. What do you mean by “do not strenuously resist it”? 
Do you mean that you would take advertising ? 

Mr. Mayes. The other magazines do accept advertising, liquor 
advertising. 

Mr. Rees. I congratulate you to the degree that in some magazines 
at least you do not advertise liquor and wine. I wish you would fol- 
low the same policy with respect to the other magazines. 

Mr. Mayes. Good Housekeeping is peculiar in that it deals specifi- 
cally with the family and the home and children in the home, and we 
think our present policy is desirable. 

Mr. Rers. I congratulate vou to that extent. 

Mr. Mayers. I am responsible for the editorial content of the maga 
zine, for seeing that it serves the needs of its approximately 11,800,000 
readers. Our primary concern is with the problems and interests of 
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the consumer. Toward that end we maintain, among other depart- 
ments, a series of laboratories in such areas as foods, textiles, chem- 
icals, and home appliances. These laboratories are supervised by 
editorial associates who are professional home economists. The lab- 
oratories are, I believe, the most extensive of their kind in the whole 
world of publishing. 

Though I must disclaim familiarity with the provisions of the postal 
law and with the detailed financial functioning of the magazine in- 
dustry, I am of necessity obliged to know that my magazine, though 
its gross income is the highest in its history, is operating on a con- 
stantly declining net profit. Up to this moment I never once have 
been denied by my management any request for editorial personnel, or 
for laboratory equipment, or for the technical staff required to operate 
it. However, I am well enough acquainted with a profit and loss 
statement to recognize that the service my magazine renders to the 
American public cannot be continued in its present form if profits are 
further reduced. 

I am sufficiently conversant with the mass consumer market to 
know that our newsstand and subscription prices cannot now be in- 
creased, and that consequently no further revenue is possible from that 
source ; and I know enough of the law of diminishing returns to recog- 
nize that it will begin to exert its pressure on us if we make our 
advertising rates any higher. 

It is my personal conviction that an additional increase in second- 
class postal rates may so curtail the profits of Good Housekeeping that 
its character and functions will have to be altered materially, to the 
detriment, we believe, of the consuming public. 

It occurred to me that members of this committee might have various 
questions to ask concerning the editorial activities of a magazine like 
Good Housekeeping. It was for the purpose of trying to answer such 
questions, and perhaps thereby making clearer the public service 
nature of the magazine, that I asked your permission to appear. With 
the thought that your time might be conserved, I am attaching to this 
statement a copy of an open letter I I addressed to the Postmaster 
General and published in the February 1954 issue of Good House- 
keeping and which was reprinted in the Congressional Record on 
February 3, 1954. 

It is my feeling, having read a reasonable amount of the testimony 
that has been submitted here in the past, that most of the witnesses 
who appear have to do largely with the business and administrative 
side of magazine publishing. I don’t know that I am the first editor 
to appear here by any manner or means, but, if any questions you 
might wish to ask would add to your conception of what a magazine 
like Good Housekeeping costs, as I said before, I would be delighted 
to try to answer those questions. 

The Carman. Thank you, sir. 

Mr. Rees? 

Mr. Rees. What proportionate share of the cost of your operation 
is included in the second-class postage rate? In other words, what 
portion of the total cost of the operation is second-class postage ? 

Mr. Mayes. Without going through figures with which I am not 
too familiar, I would not even wish to offer an approximate figure. 

Our profits on the magazine as a whole, although we have the largest 
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gross volume in our history, are now one-fourth of what they were 10 
vears ago. The constantly rising costs of editorial production and 
business administration have cut that profit down. 

We have, over the years, substantially increased our newsstand and 
subscription rates in order to ask the consuming public to pay its share 
of what we do, and we have substantially over the years increased our 
advertising rates. In spite of those increases, our profits are con- 
stantly diminishing. 

The price of the magazine in 1942 was 25 cents. At that time we 
went to 35 cents. That was an increase to Ae consumer of 40 percent. 

Our annual subscription at that time was $2.50. It became $3.50 
and we passed on to the consumer an increase of 40 percent. 

The cost of our advertising page within the last 15 years was $6,300 
per black and white page. Today it is $10,800, or an increase of over 
70 percent. 

Mr. Rees. You mean that you charge $10,000 a page for adver- 
tising ? 

Mr. Mayes. Black and white is $10,800, and, although it is not my 
business to sell space, there are some contracts here and I could, I sup- 
pose, take orders. 

A page in full color at that time cost $8,800, and today it costs 
$14,800. Thus the increase in black and white was over 70 percent and 
the increase in the color rate was 68 percent. 

We have, as is no news to you, in the last several years been required 
to pay an increase in the second-class rates, and it is my opinion that 
time may be reached when my management may say to me, “We can 
no longer go along with the public service nature of this magazine to 
the extent that you have conducted it.” I would be reluctant to see 
that happen. 

I don’t think that people have any remote conception of the extent of 
the extracurricular service that a magazine like Good Housekeeping 
renders, and it is by no means alone. For example, we publish a vast 
number of booklets. Millions of them are ordered in the course of 
each year. I have them here for anybody to see. These are merely 
samples. I will mention merely a few of them. 

This is a complete calorie guide: this is a pocket medical encyclo- 
pedia. This is a dictionary of foods. Here is a bride’s hope chest 
inventory, a booklet on how to plan a wedding. This has to do with 
refreshments for weddings and anniversaries. This is a booklet on 
accident prevention. 

Many of the pages of our magazine are devoted to numerous, in- 
numerable public service activities. I have taken from the period of 
my editorship some samples of such editorial pages. 

‘When the Government established a new law concerning the sale and 
purchase of furs, we devoted the necessary space to it. 

When an election comes around, we urge people to get out and vote. 
This is an article from 1952, written by Mrs. Eisenhower. It says: 

Vote for my husband or for Governor Stevenson, but please vote. 


The article was a little loaded in her favor. I didn’t think so at the 
time. 
Mr. Rees. I can understand why it should be loaded in her favor. 
Mr. Mayes. Well, sir, in this April issue is the second insallment of 





562 POSTAL RATE REVISION 


Margaret Truman’s own story which Good Housekeeping is pub- 
lishing. 

I simply want to demonstrate the nonpolitical character of our 
agazine. 

Mrs. Coolidge and Mrs. Willkie and Mr. Hoover, among others, 
have written for us, and so has Mrs. Eleanor Roosevelt. 

Mr. Rees. I commend you for the fine magazine you publish in Good 
Housekeeping and the wonderful service it has rendered. I thought 
you might be able to give us an idea as to how much the postage cost 
amounts to on a percentage basis. If you do not have those figures, 
Wwe cannot get them from you. 

Mr. Mayes. If you bear with me for a brief moment, I think I can 
get those figures. 

Good Housekeeping for its March issue this year paid 373,467 post- 
age. The rate increase proposed to go into effect in July of this year 
will add to that cost $9.200 per month, and the increase proposed for 
July 1957 will add an additional S1LO.800, or a total increase of about 
$245,000 a vear. I should not mention that figure because now I have 
to say that that is about a third of our profit. 

Mr. Rees. It is a third of your protit. What share is it of the total 
cost of operation / 

Mr. Mayes. I ain afraid I am not sufficiently familiar with the 
figures to be able to answer that question. 

Mr. Rees. I have one more question. What does it cost to send Good 
Housekeeping through the mail for one copy, approximately / 

Mr. Mayes. I have here, sir, the delivery figure. I don’t know 
whether that includes just postage. I am not sure so I would be 
disinclined to offer it. It is down here as 3.8 cents per copy. 

[t costs us Just about 30 cents to produce a copy of Good ‘Housekeep- 
ing for the creative cost. Our maximum income from the sale of the 
magazine ut its optimum point which is the newsstand is 26 cents per 
copy so that, at our best, we lose just about 4 cents per copy. 

When we take into account the copies that go to the newsstands and 
are returned to us, we lose approximately 10 cents per copy. That cost 
must be made up by the advertising. That is where the law of dimin- 
ishing returns will operate. We can only charge so much. We must 
obviously keep in mind always the competitive situation. 

We have made substantial tests to find out whether or not we could 
increase the newsstand price of our magazine to 50 cents. We find 
that it is not poss} ble to keep 1 In existence a mass m: igazine at the price 
of 50 cents. The sales would be so much lower that we would be 
obliged to discontinue the business as it is now conducted. 

The CHamman,. Are there any other questions / 

Mr. Ceperserc. t have a question. 

Phe Cuaimman. Mr. Corbett, did you have a question ? 

Mr. Corserr. I will yield. 


Mr. Ceprrserc. I was interested in your statement when you say : 


rn is with the problems and interests of the consumer 
iintain, among other departments, a series of laboratories 

textiles, chemicals, and home appliances 
lo you not agree that the primary concern of any 
onsumer? In other words, regardless of the 
ceonstumer or your customer as vour 


siness very ionge 
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Mr. Mayes. I would agree with that, Mr. Cederberg. By public 
service or special services, I was referring to the laboratory work which 
we do which is done by few other magazines. 

Mr. Ceperserc. Is that not a part of your Good Housekee ping seal 
of approval ? 

Mr, Mayes. The Good Housekeeping guarantee seal: yes, sir. 

Mr. Creperserc. Do you not sell this to the companies listed here? 
I see that on pages 6 and 8. In order to get on that Good House ‘keep- 
ing seal of approval, do the companies involved pay anything toward 
the expense of the laboratories / 

Mr. Mayes. Not a penny; no, sir. 

If you would like a further explanation of that, I might say that 
any product that is in national distribution may be offered to us for 
advertising., The product goes through the normal tests which we 
set up for it in our Laoaiede The test may be of a great number 
of natures. 

I have a book here which I will gladly leave with vou which de 
scribes some of the various tests which we put a product through. 

If the product passes those tests, it is eligible for advertising. In 
order to use our guarantee seal in connection with its advertising, a 
manufacturer is obliged to purchase a minimum amount of space in 
the magazine in the course of a year. That happens to be a very small 
amount of money. 

[ would venture that nobody in this room ever has heard of anybody 
who has found a product unsatisfactory that was advertised in the 
magazine and who did not receive complete satisfaction. 

Mr. Creprerserc. I notice in this Magazine Industry Newsletter, 
dated April 7 of this year, that Good Housekeeping hada gain in 
its April issue of 7 percent in advertising pages over a year ago. If 
I go through this magazine correctly, there are approximately 312 
pages, and I would say ‘that probably 50 percent of that is advertising. 
Is that about correct? 

Mr. Mayers. This is the average which we try to maintain through- 
out each and every year. 

Mr. Creperserc. That would indicate that you had about a 10-page 
increase over least year which at about $10,000 a page is about 
$100,000-some a month; or, if you maintain this throughout a year, 
you will have $1,200,000 to $1,300,000 ahead of 1955: is that correct? 
' Mr. Mayes. Mr. Cederberg, I would not venture to take you out of 
the Congress, but, if you could arrange that, I am sure you could be- 
come president of our corporation. 

Mr. Crepersera. I am going by these statistics presented here. 

Mr. Mayes. No, sir. "Those are merely surface statistics. Here, 
for example, is our January issue of this year in which we operated 
at loss of some $200,000. We never give our readers fewer than 125 
editorial pages, no matter what. If there were no advertising, we st il 
feel that the consumer is entitled to 35 cents worth of material. That 
she gets. 

However, any advertiser may use our magazine pages and have his 
product subject to our guarantee which states to the consumer: 

Refund of money or replacement of product if not as advertised in the mags 


zine. 
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Our May issue will be larger than the April issue. June will begin 
to go down and July will go down still further. 

‘here are issues in the year which are very large and some are 
very small. 

Mr. Creperserc. We want to compare your June issue of last year 
with the June issue of this year. I think that is the comparison. 

Mr. Mayes. We haven’t had June yet, sir, but the January issue of 
this year was something like 5 or 6 percent in advertising linage below 
the Same month for 1955. The February issue was some percentage 
points, I don’t know whether 3, 4, or 7 percentage points below Feb- 
ruary of 1955. The March issue was substantially above March of 
If 55. 

We hope to end up this year with an increase of approximately 
10 percent in advertising in the magazine. 

Does that answer your question, sir? 

Mr. Crprrserc. I was going to say that you do agree that the 
publishing profit picture was good for 1955 and was a recordbreaker 
for the first quarter of 1956, although your statistics do not bear out 
that it would be a recordbreaker for the first quarter of 1956. 

Mr. Mayes. Income does not, sir, indicate profits. 

For example, when we run this larger issue, we have to add editorial 
pages in order to have them go through the magazine. We simply 
have a minimum of 125 editorial pages per issue. We have a set 
minimum of 125 editorial pages per issue regardless of the smaller 
volume of advertising and, as advertising increases in volume for a 
given issue, I take over a certain additional number of editorial pages 
for the consumer. That, of course, is what takes up the additional 
money. 

Mr. Crperserc. I do not want to press this point, but, as your in- 
come increases and as your other expenses increase, salaries and the 
costs of printing and so forth, do you not think that the postage that 
you pay ought to increase in proportion ? 

Mr. Mayes. Speaking for myself, sir, I do not. I don’t think that 
first-class postage should be increased anything, in my personal opin- 
ion. It has always been my belief in my more than a quarter of a 
century in the publishing business that anything that tends to increase 
communication among the people in this country is for the public 
welfare. I always, since I was a boy, was led to believe that the post 
oflice is a public service designed to stimulate interest in the sciences, 
the arts, reading generally. There is nothing that we do not do as 
editors on this magazine and on many other magazines to promote that 
general welfare in that manner. 

Mr. Ceperserc. Do you think that we ought to reduce postal rates 
so that we can send more through the mail then ? 

Mr. Mayes. Yes, sir. 

Mr. Jouansen. Would the gentleman yield? 

Mr. Ceperserc. Yes, sir. 

Mr. JoHANsEN. Would you go so far as to say that we should elimi- 
nate postal rates? 

Mr. Mayes. No, sir: because I think that people who pay something, 
no matter how small, for any service have a somewhat higher regard 
tor it. 
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Mr. Jowansun. Io you think that there should be any relationship 
between increased costs to the Post Office Department and the postal 

rate? 

Mr. Mayes. I do not, sir. 

Mr. Jomansen. In other words, no matter how much costs may name 
for the Post Office Department there should be no increase of rate? 

Mr. Mayes. That is an opinion I very definitely hold, sir. 

Mr. Rees. Will the gentleman yield? 

Mr. Jonansen. I will be glad to yield. 

Mr. Rees. Do you not think that you are getting a pretty fair rate 
now for sending this magazine through the mail across the country for 
a little over 3 cents? 

Mr. Mayes. I can only think in terms of what our business gets, and 
it is a business established for profit, as a return on its investment. 
‘Today the operators of our any ted the owners of it could put their 
money in any savings bank and get a larger return, because our return 
is under 3 percent. 

We have never ceased over all the years to render the maximum 
amount of service to readers. We have never, as editors, been re- 
quested for a moment to curtail any of our activities, and one reason 
I was hoping to be able to appear here is that I feel that so little may 
be known about these outside tasks that are undertaken by magazines, 
not merely for our readers, sir, but for the Government. 

In 1947, as an example, President Truman chose one of my associates 
to come to Washington at the magazine’s expense to run the consumer 
end of the program. Asa matter of fact, there were two, Miss Cather- 
ine Fisher and Mr. Christopher Brooks. 

[ loaned those people to the Government, not only without a qualm 
but proudly, at our expense, for 2 months. I have a letter from 
President Truman acknowledging that service. 

We work constantly with every Government department to further 
the interests of those Government departments. For example, in this 
February issue there are some 12 or 14 pages devoted to the sub- 
ject of pork. We were advised last fall by the Department of 
Agriculture that pork was going to be in oversupply early this spring. 
Therefore, as is customary with us, we turned our kitchens, and we 
have some 15 of them, over to the subject of making pork more attrac- 
tive to the consuming public. And I dare say that some of the pork 
purchased this spring was due to the editorial attention we gave in this 
magazine to the subject. 

Mr. Rers. Coming from the Midwest, I can imagine that if you are 
able to increase the sale of pork we are glad to have you do it, to render 
that service. 

Mr. Mayes. It could have been the sale of wheat, sir, which you 
probably also would commend us for, or for the sale of cotton which 
the South might commend us for. It is a public service that we 
consider is our job to render. 

Here is a letter recently received from the Department of Commerce, 
Howard C. Messmore, thanking us for an exhibit we are preparing at 
our expense for an inter national fair being conducted by the United 
States in Paris. We work constantly with the United States Infor- 
mation Service and with all branches of the State Department in order 














566 POSTAL RATE REVISION 


to make our material available without cost to all parts of the world. 
We send our art work without cost to whatever points are designated, 

The CHairman. Are there any questions? We have a long list of 
witnesses here this morning. We have nine witnesses. If we give 
each witness a half hour or 45 minutes, we will never finish our list. 

Mr. JoHANSEN. May I ask one question, Mr. Chairman / 

The CHAtRMAN. Yes. 

Mr. Jonansen. Am I to understand that you are pleading inability 
to pay higher rates, or is it my understanding that your argument is 
that, regardless of the ability of your publishing concern or any pub- 
lishing concern to pay higher postal rates, you are opposed to it? 
Which understanding am I to have? 

Mr. Mayers. I think I would disagree with the first part of your 
statement, sir. I did not say we were unable to pay. I think, if our 
rates were quadupled or 10 times doubled, we would have ingenuity 
enough to get along. We have that kind of organization and I think 
I am that kind of editor, but I think, as an American who believes in 
the capitalist system, that a business must be run for profit and, when 
the profit to that business is Jess than a normal profit achieved by 
other normal businesses, then we have a right to express our disap- 
pointment in such plans as are being considered. 

Mr. Jouansen. If your profits were not a factor in the picture, 
would you still oppose an increase in postal rates ¢ 

Mr. Mayers. Yes, sir. 

Mr. Jouansen. Would you still contend that the increase is con- 
fiseatory, which is the term you use? 

Mr. Mayes. I think that was slight bit of exurberance that I used 
there in the term “confiscatory,” but I would be opposed to any increase 
of rates regardless of profits. 

Mrs. Sr. Grorce. Mr. Chairman. 

The ¢ SAE “Mrs. St. George. 

Mrs. Sr. Grorce. Am I to understand that this magazine, which I 
have i ays enjoyed, is run completely at a loss and just as a public 
service? From your testimony, that is the way it sounds. 

Mr. Mayes. No, Mrs. St. George, I didn’t say that. I said our profit 
is under 3 percent. 

Mrs. Sr. Grorce. I am glad to hear that. I notice that in your 
open letter to the Postmaster General you say: “Sir, perhaps vou are 
correct in believing that second-class mail should pay its way.” 

Of course, Vou realize that in this bill second-class mail is not being 
asked to pay ‘its way. Ido not think that anybody believes that. It 
certainly is not written into the bill. It is merely cuting down a very 
big loss. It is exactly what you did when you raised the price of your 
magazine from 2) eents to 35 cents. You tried, in other words, to 
keep this magazine making some money, I presume. 

Mr. Mayers. That is right. 

Mrs. S - (none r. And the Post Office is simply trying to cut down 
some of the ‘tremendous loss which will run up to $500 million prob- 
ably in the. coming year. It is not paying its way. 

Mr. Mayes. I do not know that that necessarily is a desirable goal, 
to have the Post Office eliminate its loss. 

Mi Sr. Groner. T know that vou and I would not agree on that 
becanse vou feel that the Post Office is a complete service. For that 
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reason I would think that, in your way of thinking, if you wanted to 
be completely logical you would have all such m: igazines as this one, 
which is doing a good work, or this Popular Science, carried for 
nothing because it is a service to the people of a country. 

Mr. Mayes. No, at a very small cost, Mrs. St. George. Although 
1 personally think that the vilest mazagine in hina ica is Confidential, 
[ would certainly not ask that it pay any higher rates than we pay. 

Mrs. Sr. Grorce. I would like to see it pay a considerably higher 
rate, but that is a question of opinion. I do not imagine that it will. 

‘The CHairman. Mr. Henderson. 

Mr. HenpDrrson. Sir, by what percentage would the proposed in- 
crease in postal rates increase the cost of your operation 4 

Mr. Mayers. By what percentage? 

Mr. Henperson. Yes. 

Mr. Corserr. You gave us those figures earlier. 

Mr. Rees. He never gave us those. He said he could not give them. 

Mr. Mayes. [ don’t think I could get those figures. I am just 
sufficiently familiar with them, and personally I wouldn’t care. | 
can understand your interest, but I myself wouldn’t care because I 
state to my management that I need so much money to run this 
editorial operation and, regardless of what the extra costs are in tho 
other departments, business and administration and so forth, I insist 
on giving to my readers the best that I can get for the money. 

Mr. HenpeRson. The point [ am trymg to make is that I am inter- 
ested in knowing just what percentage of increase it would make to 
your costs to produe e your magazine if you were to pay the rates 
proposed in this bill. 

Mr. Mayes. I think I can give it to you in dollars. 

Mr. Henperson. I am more interested in percentage than in dollars. 

Mr. Mayes. That I couldn’t figure out. I have the figure in 
dollars. 

Mr. Rees. Will the gentleman vield briefly / 

Mr. HenpeRsoN. Yes. 

Mr. Rees. Can you not tell us what the total cost of your opera- 
tions are? Then tell us how much your postage is and we will figure 
it out. The gentleman wants to know the percentage. Is that right, 
Mr. Henderson ¢ 

Mr. Mayers. As I said, it costs us about 30 cents to produce an 
average copy of the magazine and, under the delivery, [ see 3.80 
cents, so that that would be something less than 10 percent if that is 
the way it is figured, but Lam not sure. I am not sufficiently familiar 
with that. 

The CHatrMan. Are there other questions? 

Mr. Corserr. Mr. Chairman. 

The CHArrMaAN. Mr. Corbett. 

Mr. Corserr. In view of the fact that we have the situation on the 
one hand that the Department and some of the folks feel that there 
should be more revenue to the Post Office Department and, on the 
other hand, this committee needs to know in granting a request for 
increased rates whether the impact of that increase is going to have 
any important result in eliminating marginal and submarginal serv- 
ices that are valuable to the people from the standpoint of economy 
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and society, it would be helpful to know the effect on the magazine 
industry generally. 

The figures that I thought you had presented were what the in- 
creased costs would be per month under the first raise and under the 
second raise. 

You say that, if the increased cost finally to your magazine is 

$245,000, you could manage to survive. 

Could you tell us what effect that would have on the magazine 
industry generally? Would it knock out 25 percent, or 30 percent, or 
no percent ¢ 

Is there any other means of distribution that can be turned to by 
the industry / 

Just how is this going to hurt you, if it does hurt you‘ 

Mr. Mayers. Well, sir, to begin with, we would have to increase our 
advertising rates which we now feel are at their peak. As a matter 
of fact, although our dollar volume, as I indicated earlier, is the 
highest in our history, the number of advertising pages that we carry 
is by no means in that category. We have the higher i income by virtue 
of charging higher rates ‘for fewer pages. That means that fewer 
advertisers undoubtedly are able to afford these pages. It is only as 
a result of advertising revenue that we are able to make available the 
editorial staff which we have, the editorial services which we main- 
tain. Advertisers pay for most of that. 

As I indicated earlier, we lose money on every copy that we produce 
when it goes to the consumer. We are instrumental, as are all of the 
service magazines, in keeping American industry alive. It is not 
advertising alone that sells the women of America on new refrigera- 
tors or on home freezing or on new vacuum cleaners. It is the edi- 
torial content of the magazine which no manufacturers could afford 
to pay for that stimulates women into making better homes for 
themselves. 

Mr. Corserr. If the gentleman can answer this, I think it would 
be a great help to his cause because we have, over many years, had 
a constant series of questions back and forth. You in the industry 
have to pay more for paper. You have to pay more for labor. You 
have to pay more for clerical help. Why is it that paying more for 
postage would be a particularly bad thing / 

Mr. Mayers. Well, I think many people went into the publishing 
business in the first case because of the special rates made available 
to it by the Government. If a person today, if I myself wanted 
to start a magazine of my own, assuming that I had the capital for it, 
I would be substantially deterred by the proposed Post Office rates. 
by the proposed increases in rates, because the profit that would be 
availabe to me from my investment would be insignificant. I feel 
that the growth of the magazine industry is not merely going to be 
retarded by the further increase in rates, but I feel for a certainty 
that some of the important magazines in existence at this very mo- 
ment may not be w ith us 3 vears from now. Those are magazmes that 
run into the millions of circulation. 

Mr. Corserr. In other words, you are telling me that you would 
calculate certain costs and, if rate costs would go up unexpectedly, 
that that would have a worse impact than an increased cost of your 
paper or printing or clerical hire? 
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Mr. Mayes. It would not have a worse effect, sir, but it is just 
another worse effect. 

We have unions to contend with. We must pay certain minimum 
wages. The price of our paper has gone in the last 10 years, I be- 
lieve, from something like $90 a ton to $190 a.ton. The costs of print- 
ing are phenomenally higher than they were. The cost of any ordi- 
nary manuscript is double what it was. I will pay Mr. Marquand, 
for example, $5,000 for a short story today that 10 years ago I could 
have gotten from him for $2,000. 

There is no more cost involved in preparing a piece of artwork today 
than there was 10 years ago except for the few pennies involved in the 
paints or for the additional costs of model fees but the good illustra- 
tors that we use today will receive today $2,200 for a painting that we 
were able to buy a dozen years ago for $800. 

These are factors over which we have no control. 

Mr. Corserr. I have just one other question which I gave to you 
once. Is there any possibility that, if the postal rates go to what you 
would regard as excessively high, you could make use of any other 
means of distribution satisfactor ily ¢ 

Mr. Mayes. Mr. Corbett, I could not answer that question with any 
degree of intelligence. I am not familiar with it. I don’t know 
how we could reach more than 2.5 million readers per month by mail 
on any other basis. We couldn't send the copies by express. The 
least expensive way is through the post office, I presume. That is why 
we use It. 

Mr. Corserr. It certainly is now. I was wondering, strictly for 
information, whether within your metropolitan areas you could utilize 
the newsstands or individual delivery. In other words, what I am 
trying to find out is whether or not we can price you folks out of the 
post office. 

Mr. Mayes. Whether you could price us out of the post office ? 

Mr. Corperr. Yes. 

Mr. Mayes. You certainly could price us out of business, sir. It is 
just that little extra that could do it, because you are in the position 
to determine whether or not this is a public service. The 
and paper manufacturers don’t care. 

The Cuairman. Mr. Henderson. 

Mr. Henprerson. Mr. Chairman, I would like to have an answer to 
my question because, if 1 do not get an answer, I am still going to be 
left with my own opinion that the increased cost to the magazine in 
dustry is going to be 1 or 114 or 2 percent because of this bill. Unless 
Wwe can ret an answer to that question of just exactly what percent of 
increase in cost of production of magazines this bill is going to cause, 
we do not have anything to go on. 


The CnatrmMan. Can you answer that / 

Mr. Henperson. Can you get the information for 
can know ? 

Mr. Mayes. I think it could be obtained without a doubt, sir. I 
would merely wish to say this: that we had 3 increases I believe in 
the Jast several years amounting to 30 pereent. I believe there j 
another 50 percent or more contemplated. There is no reason why 
any sueceeding Postmaster General should not request an additional 
30 percent and still an additional 30. If we are going to continue to 
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render a public service, I think merely as a business we must know 
where we stand. 

Mr. EB eneor- You are missing the point of my question. 

Mr. Mayers. I am sorry. 

Mr. Henperson. My question is by what percentage of costs is this 
proposed increase going to increase the cost of m: aking your magazine / 

Mr. Mayes. I cannot answer that. 

The Cuairman. Will vou furnish that to the committee later? 

Mr. Mayes. I will try. 

The Cuarreman. That will be included in the record.* 

Mr. Downy. Mr. Chairman. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. You list all your advanced costs and other costs for 
lnagazines as a reason why postal costs should not be raised for the 
magazine. The Post Office representatives come here and say, “Our 
costs In ay res pe ct have increased and the other costs have increased.’ 

ind they say, “for that reason we have to have a raise.” 

It ap ae to me that one argument there is about as good as the 
other one, without passing judgment on what it should be. 

| would like like to know what your opinion is as to just how much 
loss the taxpayers of the United States should sutfer to deliver your 
magazine. 

Mr. Mayes. Well, sir, I did not state that I thought it was because 
of other increasing costs that the post-office rate should not be in- 
creased. 

Mr. Dowpy. It sounded like that. 

Mr. Mayers. I j\ ust think that the post- -office rate should not be in- 
creased, period, because it is the easy and free dissemination of maga- 

nes that Is port: ant to our customers. 

Dowpy. Do you mean by that that the Congress should set a 
rate for the delivery of magazines now and say, “This will never be 
raised; 100 years from now it is going to be the same.” so that you 

take that into consideration in your business and do not have to 
WOrTy about increased costs there as you do about the cost of labor 
and printing and artwork and stories, and all the other things that go 

to the production of the magazine? Is that what you mean? 

Mr. Mayes. No, sir. A hundred years is a long time. but I believe 
that the publishing industry has been subjected to various increases 
iid proposals for increases in the last several years. 

Mr. Downy. Of course, when you put it in the percentage increase, 
you talk about a 50-percent increase, but 30 percent of nothing is still 
nothing, is it not? 

Mr. Mayes. If it is nothing; yes, sir. 

Mr. Downy. Well, 30 percent of 20 percent still does not mean much, 


it ? 
Oe at 


Vi . Mayes. It would to us and I can only get back, as a citizen, to 

he feeling that I don’t know why the Post Office should be expected 

to be on a self-sustaining basis any more than the Department of Agri- 
ulture or the Department of Defense. 

Mr. Dowpy. I do not know that it should, either. ‘That is the par- 

ticular reason a the last question I asked you. What percentage do 





The following was furnished in response to Mr. Henderson's question “our 
pestal costs under the bill would be about 1.7°¢ of total production costs”. 
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you think that the taxpayers should pay of the cost of delivering your 
magazine and what percentage of it do you think you should pay! 

Mr. Mayes. I would, on my own, say this, and speaking unofficially, 
speaking merely for myself, I would say that, if our present rates were 
maintained it would devolve on us to tind enough ingenious ways of 
increasing our profit to want to stay in business and to continue to 
render the kind of service we do. 

Mr. Dowpy. Does that answer my question ¢ 

Mr. Mayes. I tried to answer it. 

Mr. Dowpy. Either you did not understand my question or I do 
not understand your answer. I am sorry to take up this much time. 
I have just one more chance and, if you evi ade or cannot answer the 
question— 

Mr. Mayers. I won't try to evade it. If I can’t answer it, I will say 
SO. 

Mr. Dowpy. My question is how much of the cost of delivering your 
magazine do you think the taxpayers should bear and how much should 
you bear? The Post Office De partment says that they do not even get 
enough of the magazine rate to pay what they have to pay the railroad 
company to move the magazines. In addition to losing part of that. 
they lose all of whatever it costs in the Department to handle the 
magazines. 

Mr. Mayes. Has that been bad for the country, sir? 

Mr. Dowpy. I think so. 

Mr. Mayes. I don’t, sir, because 1 don’t think it is bad for the coun- 
try that we have perhaps the best bombers in the world out of which 
industry makes a substantial profit. 

Mr. Downy. I thought you asked me: Has‘ that been “bared” 
the country. 

Mr. Mayers. No, “bad.” 

Mr. Downy. I am not passing judgment on that. I am asking you 
what percentage of the cost do you think the taxpayers should bear of 
delivering your magazine and what percentage of it should you pay 
yourself That is all the question is. It seems to me a simple ques- 
tion. 

Mr. Mayes. I thought I had answered it. 

Mr. Downy. I do not think that you have even tried to answer it. 

Mr. Mayes. Yes; I said that the present percentage, whatever it is, 
would be a satisfactory percentage. If that percentage is maintained. 
we as publishers will have to try to find ways and means ingenious 
enough to increase our profits. 

Mr. Downy. In other words, you think that 20 percent of the cost, 
approximately, of delivering a magazine is fair and just and should 
be set up, and the taxpayers should pay the rest ¢ 

Mr. Mayes. If that is what the present rate is, then my answer 
would be “Yes,” sir. 

Mr. Downy. It is your judgment that you should not even pay 
enough to pay the freight / 

Mr. Mayes. Yes, sir. That is both my intellectual and emotional 
judgment. 

The CHairnman. Is that all of this witness ? 

Mr. Jonansen. Will the gentleman yield for one question ? 
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I understood the witness to say earlier that he favored a reduction 
in the present rate. 

Mr. Mayers. Yes, sir; 1 would be delighted to have that. 

The Cuairman. Thank you very much. 

Would you be perfectly willing for the Government to send your 
magazine free through the mails? 

Mr. Mayers. No, sir; because I think the people have a greater 
respect for anything they get no matter how little they pay for it, as 
long as they pay for it. There should be a modest charge. 

The Cuatrman. The next witness is Mr. Edward D. ‘Becker, pub- 
fisher of the Pittsburgh Sun-Telegraph of Pittsburgh, Pa., represent- 
ing the Hearst newspapers. 


STATEMENT OF EDWARD D. BECKER, PUBLISHER, PITTSBURGH 
SUN-TELEGRAPH, PITTSBURGH, PA., REPRESENTING HEARST 
NEWSPAPERS 


Mr. Becker. Mr. Chairman and members of the committee, my name 
is Edward D. Becker. I am publisher of the Pittsburgh Sun-Tele- 
graph in Pittsburgh, Pa. I am appearing on behalf of all of the 15 
Hearst new spapers. In addition to my own paper, the list comprises 
the Albany Times-Union, the Baltimore News-Post and American, the 
Boston Record-American-Advertiser, the Chicago American, the De- 
troit Times, the Los Angeles Examiner, the Los Angeles Herald- 
Express, the Milwaukee Sentinel, the New York Journal-American, 
the New York Mirror, the San Antonio Light, the San Francisco Call- 
Bulletin, the San Francisco Examiner, and the Seattle Post-Intelli- 
gencer. There are 7 morning papers in this group, 9 evening papers, 
and 13 Sunday papers. 

In aggregate, the Hearst papers pay over $400,000 a year in second- 
class postage. Of course, some of our papers use the mails for delivery 
purposes to a far greater degree than others. The Milwaukee Sen- 
tinel, for example, ‘has over 10 percent of its circulation in the mail 
On the other hand, several of the evening papers have only a fraction 
of 1 percent of their circulation by mail. It is important to your 
understanding of the newspaper end of the second-class postal rate 
problem that you realize that it is only the morning newspapers which 
use second-class mail to any substantial degree. This is true for two 
reasons. 

One is that early editions of morning newspapers are published the 
night before the date of issue, making possible delivery by mail on the 
date of issue. 

The other reason is that train schedules and mail delivery schedules 
normally make it impossible for even the first edition of an evening 
paper to be delivered to a mail subscriber on the date of issue. 

L hope you will keep in mind that it is morning newspapers which 
have a real stake in second-class mail rates. 

1 understand that Iam the first daily newspaper  evqimasd to appear 
personally at the current hearings. 1 am aware that representatives 
for a few daily papers have spoken in favor of the bill before you. 
I am also aware that the general manager of the American Newspaper 
Publishers Association has sent a letter to this committee, as has the 
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Inland Daily Press Association. A spokeman for the Middle Atlantic 
Newspaper Conference appeared before you yesterday. 

You are entitled to know, it seems to us in the Hearst organization, 
why we decided it was necessary for our viewpoint to be presented per- 
sonally at these hearings. We felt you had not received, and were 
not likly to receive before these heari ings are concluded, the views of an 
important segment of the newspaper industr y- Our papers have car- 
ried editorials opposing ill-considered postal rate increases and we felt 
we should assume the responsibility of volunteering testimony to this 
congressional committee. 

I ‘an speak only for the Hearst papers but I do think you might 
reexamine the situation of the newspapers in whose behalf testimony 
supporting this legislation has been presented at this hearing. I have 
considerable doubt that these newspapers acted spontaneously, and 
I am sure that newspapers generally do not advocate higher second- 
class rates. 

It is partly to show you the other side of the coin that I am appear- 
ing today. 

Of the 10 daily newspapers thus far represented here as pro- 
ponents of rate increases, only 3 are morning papers. Incidental- 
ly, 1 of the 10 proponents is a Scripps-How ard newspaper. Because 
Scripps-How ard editorials advocating rate increases are frequently 
cited at these hearings, you should take note of the fact that Scripps- 
Howard has 19 dailies, of which only 3 are morning papers. 
Competitively, most of the Scripps-Howard papers would be in a 
more favorable position with higher second-class rates. This state- 
ment is not made critically, because I have the highest respect and 

admiration for the Scripps-Howard newspapers, but in my opinion 
it is the explanation of their seemingly altruistic attitude. All in 
all, I hope you have not been overly impressed by the newspaper 
support for this bill. After all, there have been only 10 proponents 
out of a total of 1,760 daily newspapers. 

The bill before you is in two parts. I understand much has been 
said about the proposed rate increases in title I and little about the 
proposed Commission on Postal Rates in title II. Some of the pro- 
Oe including all but one of the newspaper spokesmen, did not 
even appear to know the bill contained a second title. I think at 
least some of the editors would have viewed the bill as a whole some- 
what differently if they had studied title IJ. This is not just an- 
other rate increase bill. Title Hf makes it clear that what is pro- 
poms is really a reversal of all past experience, and a complete turna- 
out in postal Seen 

If you feel that my language is too strong, I invite your attention 
to page 6, line 9 of bill H. R. 9228, which says it is the policy of Con- 
gress to “provide revenues which will substantially equal the expendi- 
tures of the Post Office Department.” In other words, and with the 
sole exception of the qualifying word “substantially,” you are asked 
to make it congressional policy that the Post Office shall not cost 
the taxpayers any money to operate. What sort of rate schedule 
would it take to achieve that result? Since future costs are unknown, 
we can only guess but I understand a 500 percent figure has been 
mentioned here as a possible increase in second-class tates. 
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It is also inconceivable to me that this committee or the Congress 
as a whole will buy the notion of a downtown agency to set rates, 
without even a veto power by Congress. The administration pro- 
poses that Congress abdicate its historic responsibility to set postal 
sates in favor of anew commission. This is a radical approach to an 
old problem, the only explanation for which apparently is that Con- 
gress has not raised rates as fast, as often, and as much as the Post 
Office Department requests. 

The Post Office has claimed that this new agency would be “inde- 
pendent” and “impartial.” Study of title IT of H. R. 9228 makes it 
apparent that this three-man group would be independent only of the 
Congress, but dependent on the Postmaster General. As a practical 
matter, those chosen would be recommended by the Postmaster Gen- 
eral. Obviously, those selected would have to be sympathetic to the 
Postmaster General’s views. Thus there is at least some question that 
those selected would be independent and impartial. The Post Office, 
like all other Government departments, costs money to operate. This 
has generally been true except in wartime when mail volume swelled 
and the armed services assumed many postal costs. So it is a revolu- 
tionary idea to propose a break-even operation. It implies that the 
Post Office is completely a business, or a public utility as the Post- 
master General has stated. But how can the Post Office be considered 
a business when such expensive public services as rural delivery must 
be maintained as a matter of public policy, even though receipts come 
nowhere near matching the cost? Why should all mail users be as- 
sessed higher rates to pay for such public services? 

Postal rates are too important to the entire economy to trust to three 
appointed officials. If Congress finds the ratemaking chore onerous, a 
solution can be found without surrendering a vital prerogative. Years 
ago Congress decided it needed expert advice in framing tax legisla- 
tion. It created a Joint Committee on Internal Revenue Taxation, 
staffed by a group of dedicated experts, with no ax to grind. This sys- 
tem seems to have worked very well. The same thing could be done 
on a smaller seale by setting up a Joint Congressional Committee on 
Postal Rates. This group would be staffed by a permanent corps of 
technicians, fully capable of making recommendations to the legisla- 
tive committees of Congress. This would seem to be the orderly and 
sensible way to reform postal ratemaking. 

Title I of the bill proposes 4-cent letters. T-cent airmail, an addi- 
tional 30 percent increase in second-class rates, plus third-class in- 
creases of about one-third, and a boost of 20 percent in fourth-class 
book rates. The Hearst newspapers take no position on third class, 
which is direct-mail advertising which competes with newspapers for 
the advertiser’s dollar. All newspapers use third-class mail for their 
own sales promotion, and thus we would be affected by any increase 
that may be voted. Nor do we take any position on the fourth-class 
book rate proposal. We are not in the book business and are not 
affected. 

The key to the bill, at least financially, is the proposed increases 
on letter mail and airmail. Of course, all of our newspapers spend con- 
siderable sums for first-class letter mail and airmail. The Sun-Tele- 
graph alone spent slightly in excess of $25,000 last year for these 
services. Naturally, we would be adversely affected by any increase 
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but to no greater degree than other business concerns outside the 
newspaper field. 

The position of the Hearst newspapers on 4-cent letters and 7-cent 
airmail is this: We think it is putting the cart before the horse to raise 
any rates until you first decide whether the Post Office is basically a 
public service, properly operated at some cost to the taxp: Lyers gen- 
erally, or whether the Postmaster General is correct that he is run- 
ning a business, the income of which must match the expenses. If you 

‘an decide that basic question promptly, then you will have taken a 
long step toward deciding whether first-class letters should remain at 
3¢ ent or go to 4 cents. 

If you decide, as the Hearst Newspapers hope and believe you will, 
that the Post Office is fundamentally a public service worth what it 
costs to the public, your next basic decision will have to be whether 
the present cost to the taxpayers is excessive and must be reduced. 

If you agree the loss is too large, inevitably you must vote for higher 
first-class rates. After all. where else can the large sums needed be 
obtained? Certainly not from publishers, and certainly not from 
third-class mail uses. The money simply is not there. You could 
raise second-class rates so high that most newspapers would be driven 
out of the mails, thus reducing Post Office revenue by many millions 
annually. Obviously this would not he ‘Ip the Post Office’s financial 
position. 

Incidentally, some of you may have seen the annual report for the 
vear 1955 of Hearst Consolidated Publications, Inc. This report, 
published within the past 2 weeks, shows net income for the year of 
32,639,000. This may sound like a lot of mone y but actually out of 
total revenues of $208,269,000 the company retained only 114 percent 
of each dollar. I think you will agree that such a margin of profit is, 
to say the least, not excessive. 

On second-class rates, we would agree with any committee member 
who takes the wg that no Hearst Newsp: ipe r could be forced into 
bankruptcy solely by an increase in second-class mail rates. The 
reason is we simply would not pay excessively high rates. We might 
drop mail subscriptions almost entirely, we might use truck and carrier 
delivery to a greater degree, or we might be able to come up with 
some other means. It would be a disservice to the rural public if we 
were forced to stop furnishing our papers to farm people because 
mail rates were excessive and we could find no alternative method of 
delivery, but we could be forced to take that step. 

You should be inte rested in the expenditures on second-class mail 
by Hearst Newspapers in 1951, the last full year before the first of 

3 annual 10 percent increases took e tec t, as compared with 1955, after 
the full 30 percent increase was in effect. Our papers paid the Post 
Office only about 11 percent more for second-class postage at the 
higher rate in 1955 than they did at the lower rate in 1951. Six of 
our fifteen papers actually paid less in 1955 than in 1951, despite 
the 30 percent rate increase over that period. Way, was this true? 
We reduced our use of the mails because we found cheaper methods 
outside the mails. In other words, it is obvious that the last 30- 
percent increase was more than the traffic would bear insofar as we 
are concerned. 
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You may ask why I am here today if the Hearst Newspapers wili 
get out of the mails where possible as an alternative to paying higher 
second-class rates. 

The answer is that even though a newspaper’s mail circulation be 

small, as in the case of the Pittsburgh Sun-Telegraph, this mail cir- 
culation is important to us for a variety of reasons. One is that we 
think we perform a valuable service and we want as many people as 
possible to avail themselves of that service. Another is that certain 
people within our area cannot be reached at low cost in any other way. 
Newspaper publishers must also bear in mind that today’s farm may 
tomorrow's suburb, which is another reason why we want rural 
subscribers. They may become suburban readers and important to 
our advertisers very soon. Then there are the ex-residents who have 
moved away but want to keep a link with the old hometown by sub- 
scribing to the paper they used to read. The same is true of the 
members of the Armed Forces and the boys and girls away from home 
attending college. We feel it is part of our job to permit them to 
subscribe at the lowest possible cost. Of course, this is possible only 
if second-class mail rates remain low. 

Now I would like to offer what I hope you will consider to be a list 
of constructive suggestions : 

1. Reaffirm that Congress will continue to set mail rates, and not 
delegate this responsibility to any downtown agency. 

2. Reaffirm that it is the intent of Congress that the Post Office 
is essentially a public service and not a business. Tell the Post Office 
Department in positive terms that Congress specifically rejects the 
“pay its way” philosophy of the present management of the Depart- 
ment. 

3. Reaffirm that it is the policy of Congress that low second-class 
postal rates remain in effect in the interests of the widest possible 
dissemination of the printed word. 

4. Encourage the Post Office to adopt labor-saving devices insofar 
as possible, and to make every effort to economize. 

Thank you very much for any consideration you may give to our 
views. 

The CuHarrman. Are there any questions? 

Mr. Rees. I have two questions. First, I would like to propound 
the same question as we propounded to the prior witness. 

Approximately what percentage of your total expenditures is in- 
volved in second-class postage ? 

Mr. Beexer. Well, I can't work out the percentage but it can be 
worked out. 

Mr. Rees. What share is postage of your total costs ? 

Mr. Becker. I said in my prepared statement here that the amount 
paid for second-class postage by the Hearst newspapers last year was 
slightly over $400,000. I think it is $406,000. 

Mr. Rees. I thought you could tell us what share is the total cost 
of postage in your business. 

Mr. Becker. Our total operating costs were $202 million, so it is 
a very small percentage. 

Mr. Rees. And $400,000 is for postage? 

Mr. Becxer. Yes. 

Mr. Rees. As a businessman operating a big business, and one who 
has been required to pay more for your cost of operation in other fields, 
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and one who has charged more for advertising and so forth, I am 
wondering whether or not as a businessman you would go zo and 
help take care of a share of the additional cost that is required by the 
Post Office Department to deliver your product ? 

In other words, the Postmaster General tells us that he has to pay 
more, and Congress approved, for labor, more for transportation, and 
so forth. I am wondering now, as a businessman, whether you would 
go along on at least a share of that ee il cost ? 

Mr. Becker. No. I think that we are already paying what is more 
than our fair share under the present c nondiitions 

The Cuatmrman. Mr. Corbett? 

Mr. Corserr. Mr. Chairman, I want to say to Mr. Becker that I am 
very happy he presented this statement to the committee. Regardless 
of whether or not the committee agrees with his point of view, I think 
it is a very judicious statement from the point of view that we have 
had no contention here that we are going to drive these newspapers 
out of business. 

We are having the contention, which deserves our consideration, 
as to whether or not we are going to drive these papers out of the mail, 
and both from the point of view of the Postal Department and the 
point of view of the service to the public we have to be cognizant and 
have to have some understanding of what we are doing here in the 
way of a financial impact. 

I think the statement is very mild and thought-provoking in that 
regard, and it is a point of view which we need to keep in dealing with 
second-, third-, and fourth-class mail, as well. Certainly the point 
of diminishing returns is one that needs to worry us when we are 
trying to estimate the volume of new money that we are going to get 
into the Post Office Department. 

Do I have your point of view correct, Mr. Becker, that the main 
burden of your contention regarding the increased rates was that in 
view of the past history of the 30-percent increase there is going to 
be less and less use of second-class by the Hearst newspapers if this 
goes through ? 

Mr. Brecker. That has already happened, Mr. Corbett, and I can 
cite one very specific example. About 2 years ago we had a special 
Sunday edition which we called the predate edition. That edition 
carried a greater percentage of mail subscriptions than any other; 
about 24 percent of that edition was carried in the mail. 

The edition was discontinued and one of the factors that led us to 
discontinue the edition was because it was economically unsound to 
continue it and one of the reasons was that a good percentage of it 
went by mail; so the edition was discontinued, “but that didn’t mean 
that - lost all of that circulation. 

We transferred it to our final edition and we recouped as much of 
that circulation as we possibly could by means of dealers in these 
country areas who delivered the paper by carrier boys, or motor route, 
or some such method. However, the fact remained that a substantial 

amount of mail was eliminated. 

The Cuarkman. Are there any other questions? 

Mr. Broyrnitn. Mr. Chairman ? 

The Cuamman. Mr. Broyhill. 
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Mr. Broyuit. Mr. Becker, most of the testimony on behalf of the 
publishers has been quite similar, and I appreciate the position that 
the publishers are taking. Of course, they have responsibilities to 
themselves and to their stockholders to do everything possible to pre- 
vent any arbitrary increase in the cost of producing their product. 

However, while you have responsibility to yourself and to your in- 
dustry, we likewise have responsibility, insofar as the whole economy 
of the country is concerned, to 160 million people, and I am wondering 
whether we are as far apart philosophically as the testimony here in 
the past few weeks indicates. 

As a business, as Mr. Rees pointed out, or as an American citizen, do 
you approve of deficit financing on the part of the Federal Govern- 
ment during peacetime ? 

Mr. Becker. Are you applying that generally, or to the Post Office 
Department / 

Mr. Broyuitn. Generally, the Federal Government. Do you ap- 
prove of increasing the national debt, or do you believe that we should 
do everything possible to prevent increasing the national debt in time 
of peace ? 

Mr. Brecker. I certainly think we should not increase the national 
debt. 

Mr. Brorniii. You don’t feel that we should ? 

Mr. Becker. That is right. 

Mr. Broynitn. We should avoid it if possible? 

Mr. Becker. That is right. 

Mr. Broyui. This question may sound somewhat hypothetical, or 
a little presumptuous, but I don’t believe it is. It is estimated by 
the administration that we can have a balanced budget during fiscal 
vear 1957. 

Mr. Becker. Yes; I am familiar with that. 

Mr. Broyuiti. Even though the President has requested another 
$47 million appropriation for the Department of the Air Force. 

However, in his prediction, or in his estimate of a balanced budget 
for fiscal 1957, he has taken into account or estimated it with the 
view that we would pass this bill to increase postal rates. 

Here is the question that may be a little presumptuous, and you 
don’t have to answer it unless you want to. Let us say that we have 
a balanced budget next year with the exception of $400 million, the 
amount that this bill would provide as far as revenue is concerned. 

We are off 8400 million. We have a deficit in fiscal year 1957 of 
$400 million, which means increasing the national debt by $400 mil- 
lion. We have a choice of three courses of action here as Members 
of Congress: To increase the national debt by $400 million, or to 
increase income taxes by $400 million, or to increase postal rates by 
$400 million. 

What would you, as an American citizen, recommend that Con- 
gress do? 

Mr. Brecker. I think there are alternatives. No. 1, I would not 
object at all to deficit financing to the extent of $400 million. 

Mr. Broynity. In times of peace? 

Mr. Becker. Not when the service involved concerns the public 
interest and where the entire philosophy that has been accepted over 
a period of many generations is being thrown out the window. 
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Mr. Broyuiiy. Can we pause right there? 

Mr. Becker. Your question was in several parts, sil 

Mr. Broyutiy. All right. 

Mr. Becxer. No. 2, if we do not like the idea of deficit financing, 
we have another method of getting the revenue, namely, income taxes, 
which we have with us and we are going to have and will continue to 
have, and increased taxes, I am afraid. 

Mr. Broruiy. Then as I understand your answer, you have no 
objection to increasing the national debt? You would increase the 
national debt rather than approve a postal increase of $400 million? 

Mr. Brcxer. Yes; I will accept that phraseology, but I would like 
to qualify it to an extent, especially when it involves overturning a 
philosophy which has been accepted over a long period of time, n: amely, 
that the postal service is a service to the public. 

Mr. Broyuim.. And, secondly, you would prefer to see an increase 
in income taxes rather than an increase in postal rates? 

Mr. Brecker. To the extent necessary for your $400 million; yes, 
sir. 

Mr. Broyuiu. That is all. 

The Cuairman. Mr. Cederberg. 

Mr. Ceperserc. There is a very important statement on page 2 of 
your statement which alarms me. Toward the bottom of the page 
it says: 

Because Scripps-Howard editorials advocating rate increases are frequently 
cited at these hearings, you should take note of the fact that Scripps-Howard 
has 19 dailies, of which only 3 are morning papers. Competitively, most of 
the Scripps-Howard papers would be in a more favorable position with higher 
second-class rates. This, in my opinion— 
and I assume the opinion of the Hearst newspapers— 
is the explanation of their seemingly altrustic attitude. 

Mr. Becker. No; that is my personal opinion. I haven’t consulted 
anybody about that. 

Mr. Creperserc. This is a rather weighty statement. 

Do you mean to tell me the Scripps-Howard newspapers are using 
their editorials for competitive advantage in the newspaper field / 

Mr. Brecker. I think that their position has been colored by the 
fact that they have a very small stake in the postal-rate problem. 

Mr. Crperserc. Do you think that your editorials—and sir, I 
haven’t read them—are flavored because of your larger stake in the 
field ¢ . 

Mr. Becker. I wouldn’t grant that; no, sir. 

Mr. Ceperserc. You said Scripps-Howard did, but you didn’t. 

Mr. Becker. I think that our position is a sound position, but this 
is a personal opinion of mine, which is a result of observation over 
a long per iod of time. 

Mr. CEDERBERG. Sir, is it the position of the American newspapers 
to use editorials in their papers to the advantage of their own busi- 
ness position? I thought editorials were above all of the business 
activities of a newspaper; it had nothing to do with the business 
at all? 

Mr. Becker. I will grant you that your statement is generally true, 
but I have observed this situation over i period of time and I came 
to the personal conclusion that because Scripps-Howard had such 
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a small stake in this matter they did take a position which said they 
advocated higher post: al rates. 

Mr. Cepersere. I think if the newspapers are going to use edi- 
torials for personal advantage, they have a terrific advantage over 
any other business. Any other businessman who wants to get his 
message across has to buy advertising in your newspaper to do it, 
but you can put it in the editorial page and I don’t think that is a 
wise and judicious use of the editorial page. I may be wrong. 

Mr. Becker. I will agree with you 100 percent. 

The Cuarrman. Are there any other questions? Mr. Gross. 

Mr. Gross. Mr. Chairman, I am glad the gentleman from Virginia 
brought up this deficit business and the means of financing deficits. 
The President is advocating a $5 billion foreign giveaway program. 
I wonder how we are going to finance that deficit / 

That is going to be a real one. I wonder if the gentleman from 
Virginia, Mr. Broyhill, advocates an increase in Federal taxes to pay 
for the foreign giveaway program and what his position on that 
will be ¢ 

Mr. BroyHiu. I certainly do not believe in increasing taxes for the 
foreign-aid program, nor do I believe in increasing taxes for the 
farm price-support program. 

Mr. Gross. You are trying to put this on two different bases. We 
had the testimony of three Washington newspapers here the other day, 
and I think there is substance in what the gentleman has testified to 
on the part of re ge Howard newspapers. 

We have had the testimony of a representative of the Scripps- 
Howard newspapers, as well as the two other Washington newspapers. 
They have a daily circulation of 500,000, a half million papers a day, 
an d only 10,000 of them go in the mail. 

[ said then and I say now that they are not representative of the 
daily newspapers or country weekly newspapers in this country that 
use the second-class mail. 

Mr. Becker. They certainly are not, 

Mr. Gross. That ts all, Mr. Chairman. 

The CHatrMan. I thank you very much, sir. 

The next witness is Mr. Dan Lacy, who is appearing on behalf of 
the Book Publishers Council and the American Textbook Publishers 
Institute. Mr. Lacy. 


STATEMENT OF DAN LACY, AMERICAN BOOK PUBLISHERS COUN- 


CIL, INC.. AND THE AMERICAN TEXTBOOK PUBLISHERS INSTI- 
TUTE, NEW YORK, N. Y. 


Mr. Lacy. Mr. Chairman and members of the committee. I will try 
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be as brief as I can, since you have copies of the written statement 
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IT am managing director of the American Book Publis! ers Council. 
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. 3 3 
136 members who include substan- 
ee ee ae 
neral books. The Tex book Pub- 
neludes publishers of ahont 


a } e 1} i eS ail 
ifh- oot and corege TeXTDOOKS 








; 
| 





POSTAL RATE REVISION oS1 


[ should like to say that we favor the principal elements in the bill 
before the committee. If the opportunity were offered, we might 
well have asked to appear as one of the supporting witnesses. 

| think there can be no question of the need for additional postal 
revenue. The postal costs have gone up like all costs since the prewar 
period. Some postal rates have gone up too. The book postal rate 
las now been increased 350 percent since 1939, but the first-class mail 
rate remains what it was in 1932 and the second- and third-class rates 
have had only moderate increases, this during a period when every 
other transportation cost has spiraled, and the larger deficits to the 
Post Office Department have, of course, been an inev itable « consequence. 

There has been some progress in reducing these costs through in- 
creased efficiencies, and we hope that that can be carried forward in 
the future and that the Department can get the funds that it requested 
this year for research and development looking toward more use of 
automatic processes. 

But, meanwhile, there can be no doubt of a need for a substantial 
increase in postal revenue pending the further development of econo- 
mies. 

In the second place, we heartily agree with the concept of differential 
rates that the Post Office Department has advanced this year. This is 
-ubstantially the ratemaking theory that is used in every other kind of 
publie utility—railroads, power companies, telephone companies, tele- 
graph, and express companies. 

We think it provides a very sound basis. In applying this theory, 
the Post Office Department has recommended increases in the first- 
second, and third-class rates. We understand from Assistant sya 
inaster General Robertson's testimony that the increase requested ir 
the book rate is on a different basis, and I would like to speak to that for 
a’ moment. 

Book publishers make the normal use of first-class mail, rather more 
han most industries in terms of their volume of sales, and they make 
a very heavy use of the third-class mail. It seems to us, however, that 
. sound case is being made for those increases and neither the council 
nor the institute wishes to interpose any objection to them. 

Book publishers don’t, of course, use the second-class mail, but we 
are in the fullest agreement with the position of the Post Office Depart- 
ment that this mail is properly entitled to a rate distinetly lower than 
that of first- and third-class mail. 

We think it is Justified by the deferred character of the service, 
but the most import: int jus stificati on, it seems to us, is the tremendous 
significance of the national distribution of periodicals made possible 
by the second-class rate. 

As you know, this rate was initiated in 1879 at about the same time 
the development of the railroads first made really possible a national 
distribution of mails, and I think every social historian of the country 
recognizes that these two things coming together, a low nation aul flat 


rate on periodicals and a fast nati ional postal service » Was a real jand- 
mark in the history of communication of ideas and information in this 
country. 


Becaus se we also are big ali dl sO disperse “<l and differ ‘so much section- 
ally, this has been an important bond in our national unity. I suppose 
there are few measures of the Government that have been as successful 
as the second-class rate in achieving its effect. 
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The American people are now unquestionably the greatest readers of 
newspapers and magazines in the world, and hence, among the best 
informed, and there is little doubt that without the low, uniform 
second-class rate, we wouldn’t have achieved that readership, the pres- 
ent structure of magazine circulation in the country couldn’t have onl 
attained, and the enormous investment that underlies it on the part of 
magazine and newspaper publishers wouldn’t have been made. 

The fact that books alone, among the general forms of reading mat- 
ter, have been excluded from this rate had unfortunate effects on the 
use of books in this country. At the same time the American people 
read more magazines and newspapers than any other people in the 
world, they read fewer books than the citizens of any other country at 
all comparable in wealth and education. 

The average Englishmen, for example, reads far fewer magazines 
than the average American, but he reads about three times as many 
books. In many ways, magazines and books are directly competitive 
for reading time and I think there can be little question that the 
heavy competitive advantage given magazines is one of the principal 
explanations of this radical difference in reading habits in Great 
Britain and the United States. 

There does not seem to be, to us, any justification, either in terms of 
cost. to the Post Office Department or in terms of social utility, for 
different rates between reading matter in magazine form and reading 
matter in book form. We don’t, of course, at a time when the need 
for the Post Office Department for additional revenue is so great, 
request that the book rate be lowered to the second-class rate as it now 
stands, or to the second-class as it is proposed in this bill. 

We don’t even request that it be lowered to the 50 percent of the 
cost of carriage, which the Post Office Department has suggested as 
an ideal rate for the carriage of reading matter. The book rate now 
pays about 59 percent. 

We do believe, however, that the Department, under the guidance 
of this committee, ought to move as rapidly as is practical and realistic 
toward the goal of a uniform rate for reading matter. What that 
rate ought to be in terms of a percentage of cost of handling, we do 
not presume to say. 

As publishers of books with a financial stake in their sale, it seems 
to use that we have a right to ask only that our postal rate be uniform 
with that of a competitive medium, or that it ultimately attain that 
uniformity. In determining how great the stake is that he United 
States has in the wide and convenient circulation of magazines, news- 
papers, and books among its citizens, it seems to us that it is not 
to the publishers, but to the educators, librarians, public leaders, and 
the committee’s own sense of the public interest that it ought to turn. 

This is perhaps especially true in the case of books, since book post- 
age is paid by the consumers, not by the publisher. It is directly on 
the consumer that any increases fall. The effect of increases is to 
restrict circulation rather than reduce publishers’ profits directly. 

We do, however, believe that the 50 percent figure suggested by the 
Post Office Dep: irtment is ultim: itely desirable for reading matter as 
a reasonable figure. We don’t believe that there is any necessary 
difference between our position on this and that of the Post. Office 
Department. 
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Mr. Robertson, the Assistant Postmaster General, in his testimon) 
made it clear that the Department did not seek at this time any in- 
crease in revenue from the book rate. The only change requested in 
that rate, from 8 cents to 10 cents on the first pound, “Mr. Robertson 
explained, was solely to remove the inconsistency that would result 
if the third-class piece rates are increased as proposed in this bill. 

As es know, book packages weighing less than 8 ounces now go 
third class, and the proposed increase in ‘those rates would mean that 
book packages weighing between 7 and 8 ounces would pay 9 cents 
in the third-class mail, while a book package weighing between 8 and 
16 ounces and going at book rates would at their present level pay 
8 cents. 

This was the inconsistency the Post Office Department sought to 
remove. This inconsistency is more apparent than real, however, 
because hardly any true books weigh less than 8 ounces when packed 
for mailing. 

We would recommend, therefore, that the third-class piece rate be 
closed entirely to books, which would completely remove the incon- 
sistency underlying the proposed change in the first-pound book rate. 
The Department and the committee could thus avoid moving the 
book rate farther from the base of 50 percent of the cost of carriage 
proposed by the Department as appropr iate for reading matter. 

Turning, if we may for a moment, to title II of the bill, proposing 
to establish a Commission on Postal Rates, the book rate, as you 
probably observed, is not proposed to be made subject to the control 
of this C ommission, and we are not immediately concerned, but we 

can’t avoid saying that we believe there is an important need for 
an independent body, subject to the control of Congress, to undertake 
the technical task of determining the specific rates best calculated 
to carry out the specific policies set by the Congress, since it is 
obvious that the present procedure imposes what must be almost 
intolerable burdens on the committees. The very general policy 
guidance that is proposed i in the bill and the problems resultant from 
the fact that this Commission would be in the executive branch and 
would, hence, in a sense, be in the position of a regulatory ratemaking 
Commission to the utility whose rates are regulated, suggest that to 
adopt title IT in its present form might seriously abdicate the C ongress’ 
responsibility in this basic area of public policy. 

It seems to us the need for a truly effective commission, responsive 
to the Congress and its committees, and implementing their policies, 
is so great that it deserves a more careful study than can be given 
the proposal as one title of a temporary rate bill, and we would urge, 
therefore, that this title be considered separately. 

In summary, we believe in the principal features of title I of the 
bill and in the rate philosophy underlying it, and we believe it ought 
to be enacted. We fully support the thinking of the Department 
with respect to rates on reading matter and believe they are fully 
applicable to books. : 

We appreciate the statement that no further revenue is now s ought 
from the book rate. We recommend that the inconsistency bet ween 
the proposed third-class rates and the present book rate be removed 
by denying the third-class piece rate to small-book packages, rather 
than adjusting the “first-pound” figure in the book rate. 


The amend- 
ment to section 105 of H. R. 9228 would be as follows: 
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In line 23, page 3, strike out “and”. 

In line 2, page 4, after the semicolon, add the words “and (D)” strike 
out the words “books and”. 

We view with favor the idea of a postal rates commission, but urge 
that it be made directly responsive to Congress through the appropri- 
ate committees and operate within the framework of explicit and de- 
tailed policy guidance established by the Congress in its normal legis- 
lative function. 

The CHarrman. Thank you very much, sir. 

Are there any questions? 

Mrs. Sr. George. I would like to commend Mr. Lacy for his testi- 
mony, which is, I think, excellent, cleverly given, and very much to 
the point. 

The Cuatrman. Thank you, Mr. Lacy. 

We have several other witnesses who represent the various book 
companies or booksellers, and also college libraries. I just wonder 
if these witnesses couldn’t highlight their statements and let their 
entire statement be put in the record in order to conserve time. 

The next witness is Mr. John Lorenz, assistant librarian, Michigan 
State Library, Lansing, Mich. 


STATEMENT OF JOHN LORENZ, ASSISTANT LIBRARIAN, MICHIGAN 
STATE LIBRARY, LANSING, MICH. 


Mr. Lorenz. Thank you, Mr. Chairman. I am glad to say my state- 
ment is quite brief. 

| am representing the American Library Association, a professional 
organization of more than 20,000 librarians, libraries, trustees, and 
friends of libraries interested in the development, extension, and 
strengthening of our Nation’s library services. I am also pleased to 
represent the Michigan Library Association, a State association of 
1,900 librarians and trustees working for these same goals of library 
service in Michigan. 

Librarians and users of libraries have long appreciated the aid given 
by Congress to the communication of ideas and information by estab- 

lishing a special postal rate for books and a special library book rate 
within fourth class. Through this enlightened public policy, Con- 
gress has assisted libraries to extend their services by mail, especially 
to some 27 million people, mostly in rural areas, who do not have access 
to any local public library for the books and information they need. 

Many of these people know and use the services of their State library 
agencies which supply books, pamphlets, periodicals, and films by mail 
upon request. The special library book rate contributes greatly to the 
economical provision of educational materials to rural people from 
local, county, and regional libraries as well as State libraries. 

Through the use of this special postal rate, libraries can also share 
their collections with each other through interlibrary loans and mul- 
tiply the usefulness of books to individuals who need them wherever 
they may be. 

The American Library Association wishes to express its sincere ap- 
preciation for the recognition by the chairman and the Post Office 
Department = the special i importance of educational categories of mail 
as reflected by no increases being requested in the library- book rate 
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and the special second- and third-class rates for nonprofit institutions, 
including libraries. We do not oppose the bill as a whole, but would 
like to present our views with respect to various provisions in it. 

On first- and second-class rates, libraries are willing to accept 
increased rates, even though this will cost libraries a considerable 
sum. These increases will come directly in first-class mail, and prob- 
ably indirectly in the case of second- class mail through higher mag- 
azine and newspaper subscription prices. 

If first-class rates are increased, however, libraries will be further 
handicapped in their interlibrary loan service on certain materials 
which are now illogically treated as if they were letters and classi- 
fied as first-class mail. 

I speak here principally of bound typewritten academic theses. 
Although bound as a book, these must be sent by first-class rates 
simply because they are typewritten. By their very nature, academic 
theses consist of research information which is usually available 
in no other form and at only one library in the country. 

As a result, interlibrary loan is most frequently the only way 
theses can be made available. This kind of exchange of primary 
information is basic to the advancement of research and education 
In any country. Such exchange should not be hampered by levying 
first-class postage rates, which often must be paid by college and 
university students, or by the schools themselves already hard-hit 
financially by chant costs and larger student enrollments. 

We hope, therefore, Mr. Chairman, that this committee will soon 
take action on the Moss and St. George bills, H. R. 5139 and H. R. 
5142, on which hearings were held last July and which would rectify 
this situation, and other small but significant irregularities in the 
postal classification affecting educational and cultural materials. 

The American Library Association does not believe the increase 
in the book and educational film rate to 10 cents on the first pound as 
presented in section 106 of the bill is either necessary or justified. 
Our position is reinforced by the Post Office Department statement 
that this increase is not for revenue purposes but merely to keep a 
progression of rates with third-class. 

Since practically no books weigh 8 ounces or less when packed 
for shipment, we recommend that the word “book” be eliminated 
from the third-class piece rate and that section 106 be deleted from 
the bill entirely. The proposed increase in the book rate from 8 
to 10 cents would add to the expenses of libraries since they pay 
the transportation charges on the books they purchase. 

The American Library Association also opposes title II of the 
bill which would establish a commission on postal rates with the 
power to fix postal rates, zones, and other conditions of mailability 
for first-, second- and third-class mail. Their decisions would be 
final, since the Commission would merely— 
annually submit to Congress, as soon as possible after the beginning of each 
session, a report of the work of the Commission * * * 

Under this proviso, the Postmaster General is requesting that legis- 
lative functions be turned over to the executive branch of the 
Government. 

As this bill now reads, it seems to us that the policy guidance to the 

Commission is so general that the special rates for educational and 
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cultural materials long in force by deliberate congressional policy 
could be drastically r: aised or even eliminated. In its present form, 
we believe title [1 should be stricken from the bill. 

Demands on libraries continue to increase as a result of expanding 
population, the rise in the educational level of our people, and the 
growing complexities of our civilization. To meet the information 
and book needs of people everywhere, with or without libraries, inter- 
library loans or direct loans by mail are becoming an increasingly 
important but costly part of good library service. 

Most libraries want to share their informational resources. They 
should’ be encowraged to remain a part of our national network of 
information. The C ongress can provide this encouragement by con- 
tinuing its present library book-rate policy and, as soon as possible, 
logic ally extending this policy to all types of library materials. 

"Thank you very “much. 

The Cuarrman. Thank you, Mr. Lorenz. 

The next witness is Mr. Darrell C. Ray, secretary of the Christian 
Booksellers Association of Chicago, Ill. Mr. Ray. 


STATEMENT OF DARRELL C. RAY, SECRETARY, CHRISTIAN 
BOOKSELLERS ASSOCIATION, INC., CHICAGO, ILL. 


Mr. Ray. Mr. Chairman and ladies and gentlemen, my name is Dar- 
rell C. Ray. Tam secretary to the Christian Booksellers Association, 
an organization with a membership of slightly over 500 retail stores. 

I know of no exception when I say these stores were opened for 
business not because it seemed lucrative, but because these men and 
women felt the need for a greater distribution of Bibles and good 
books. We believe that the operation of such stores, serving their re- 
spective areas, encourages the stand for fundamentals of the faith of 
our fathers and a guard against delinquency. 

I own the Ray’s Christian Supplies Store in Kankakee, I11., where 
I reside, and am vitally interested in its successful operation in pro- 
viding Bibles and good books to men, women, and children. How- 
ever, I am here primarily on behalf of approximately 500 other stores 
underts aking to accomplish this same purpose. 

The increase in the book rate from 8 to 10 cents on the first pound 
may seem small, but through the year this increase on books coming 
into the store and out to the customers would become a financial bur- 
den to the store operation. Due to the tremendous number of publi- 

cations which necessitate many shipments, this increase in postal book 
rates could be fatal to some small stores, and thereby curtail to some 
degree the distribution of good books and Bibles. 

Furthermore, it does not seem proper to impose any increase at all 
until the much more favorable rates given to general newspapers and 
magazines are revised to the level of the book rate. Books are clean 

cartage and the service cost per pound should be well below average. 

There is an increasing difficulty in getting time and attention de- 
voted to religious books in the face of television and other diversions 
and amusements. Therefore, it is essential that we do not add to 
this problem by increased costs of transportation. 

We are concerned about the proposal to turn postal ratemaking over 
toa commission. We realize the importance of a qualified committee 
to study rates and the many services that influence them. However. 
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we believe this important policymaking function should be kept in 
the hands of the Congress. 

On behalf of the members of the Christian Booksellers Association, 
I ask that there be no increase from the book rate now in force. 

I wish to express my appreciation for the privilege we have to 
present our position in regard to the proposed increased book rates 
and for the wise consideration I am sure it will be given. 

The Cuarrman. Thank you, Mr. Ray. 

The next witness will be Mr. Russell Reynolds, National Association 
of College Stores, Oberlin, Ohio. 


STATEMENT OF RUSSELL REYNOLDS, GENERAL MANAGER, NA- 
TIONAL ASSOCIATION OF COLLEGE STORES, INC., OBERLIN, OHIO 


Mr. Rrynoups. My name is Russell Reynolds, and I am general 
manager of the National Association of College Stores, with head- 
quarters in Oberlin, Ohio. 

Our organization represents over 800 college stores serving three- 
quarters of all the college students in this country. Our organization 
is the channel of distribution of college textbooks for college students. 

I am not going to read any further. I am just going to take about 
1 minute to say to both Mr. Murray and Mr. Rees that we have been 
through book-post here for many years, and I think you will recognize 
that [ama familiar face. 

Mr. Rees. Yes, sir: we do recognize you. 

Mr. Rrynotps. As a matter of fact, the only familiar face among 
the book-post people here at this time 

Mr. Rees. We are glad to have your testimony, too. 

Mr. Reynotps. We have seen the book-post rate go up from 114 to 

} cents, and to 4 cents, and I have kind of forgotten where this first- 
pound 8 cents was or maybe it was 6 and 3. 

That first pound has gone up appreciably since 1941, from 114 
or 3 cents and thereabouts, up to 8 cents, and now to 10 cents, and I 
can tell you that this is a matter of no earth-shaking importance or 
seefching like that, but we still like that traditional position that we 
have held about the importance of books, and until something has been 
done about other forms of reading matter, we don’t really think we 
need that other 2-cent increase at all. 

The Cuarrman. Thank you. Your entire statement will be put in 
the record, Mr. Reynolds. 

(Mr. Reynolds’ statement is as follows:) 


STATEMENT OF RUSSELL REYNOLDS FOR THE NATIONAL ASSOCIATION OF COLLEGE 
STORES, INc. ON H. R. 9228, Book PostTaGE RATES 


My name is Russell Reynolds and I am general manager of the National Asso- 
ciation of College Stores with headquarters in Oberlin, Ohio. Our organization 
represents over 800 college stores serving three-quarters of all the college stu- 
dents in this country. Our organization is the channel of distribution of college 
textbooks for college students. 

Our stores are vitally interested in maintaining costs of books at the lowest 
possible level. Increased enrollments and inadequate revenues for the institu- 
tions have resulted in higher tuitions and fees with a resulting financial pressure 
on the students. 

took post has made possible uniform costs of textbooks regardless of the 

distance a college is from the publishing industry, located largely in the East 

and in Chicago. We wish to thank this committee for maintaining the rate in 
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recent years. While the proposed increase of 8 to 10 cents for the first pound 
would not in itself appear to be tuv serious a matter, it would seem logical to 
follow the original premise for book post—books should pay no larger share 
of their costs than does the reading matter portion of second-class mail. An 
alternative suggestion would be to do something about so-called books in the 
third-class mail category, and maintain the present book rate proper at the 
present level. I understand that books already pay a considerably higher per- 
eentage of their cost than does second-class. Under the 50 percent cost theory 
currently proposed by the Post Office Department for newspapers and magazines, 
books are now paying more than their appropriate share. 

We are reluctant to see the postal ratemaking powers of the Congress dele- 
gated to a commission without specific protections for the various classes of 
mail that are deemed to be in the public interest. The language of title II of 
H. R. 9228, it is true, does not cover the book rate, but if enacted the principal 
would certainly eventually be extended to books as well as other types of reading 
matter. 

Edueators, including college-store managers, are devoting their lives to educa- 
tion. They take special pride in the fact that Congress recognizes the special 
importance of the tools of education—books, by giving them a distinctive and 
nationwide rate. College stores are affected by book postage regardless of their 
location because of the factor of time in securing textbooks. Shifting and 
fluctuating enrollments make it impossible to order all books in time to take 
advantage of less expensive but slower methods of transportation. Stores west 
of the Mississippi and south of Tennessee must use book post because it is the 
only practical method available. 

Every member of our organization wishes to thank this committee for their 
favorable consideration of book post. 

The CuatrmMan. The next witness is Mr. Arthur E. Traxler, execu- 
tive director of the Educational Records Bureau, New York City. 


STATEMENT OF ARTHUR E. TRAXLER, EXECUTIVE DIRECTOR, 
EDUCATIONAL RECORDS .BUREAU, NEW YORK, N. Y. 


Mr. Traxier. Mr. Chairman and members of the committee, I am 
Arthur E. Traxler, executive director of the Educational Records 
Bureau. I am here as a representative of the State testing leaders’ 
conference, which includes the directors and other personnel of prac- 
tically all the statewide and nationwide educational testing programs 
in the United States. 

It is estimated from replies to a recent survey that some 10,000 
schools and more than a million pupils are partic ipating annually 
in statewide testing programs. Testing services functioning on a 
national basis, such as the recently established national merit scholar- 
ship testing program, which has been widely mentioned in the 
public press, would add several hundred thousand more students. 

We recognize the need of the Post Office Department for increased 
revenue. We also realize that the principal sources of postal revenue 
are first-class mail and domestic airmail. We are, therefore, willing 
to accept increases in rates on first-class mail and domestic airmail as 
provided for in sections 102 and 103 of H. R. 9228. We take this posi- 
tion notwithstanding the fact that costs in educational testing pro- 
grams would be consider ably increased, since typewritten reports of 
scores are sent by first-class mail or airmail. 

At the same time, we would like to call attention to the fact that a 
rise in the first-class rates underlines the importance of action to 
remove from the first-class-mail category certain kinds of bulky edueca- 
tional and cultural materials which are not personal communications, 
and for which the payment of first-class rates works a hardship. 
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These include marked educational tests, authors’ manuscripts, and 
bound academic theses. 

So far as tests are concerned, many schools desire to send their tests 
to central scoring services located at State universities and elsewhere 
in order to have these tests scored or graded by specially trained per- 
sonnel and special equipment designed for this purpose. The pay- 
ment of first-class rates on these booklets and answer sheets is a burden 
on the schools and the educational process. 

On the basis of a survey, our estimate of the annual reduction in 
postal revenue through the removal of marked tests from the first- 
class-mail category is “not mare than $150,000 at the current rates, and 
the reduction would probably be substantially less than this figure. 

This is a trifling amount in the postal budget, although important 
to schools whose budgets for testing are very limited. C ongress has 
established a policy of giving preferential rates to educational mate- 
rial in behalf of the general w elfare, and we believe that in our present- 
day schools educs ational tests are fully as important to educational 
progress as are textbooks. 

Like a previous witness, Mr. Lorenz, we, therefore, wish to express 
a hope, Mr. Chairman and members of the committee, that the com- 
mittee will soon act favorably upon the Moss and St. George bills, 
H. R. 5139 and H. R. 5142, on which hear ings were held last July and 
which are designed to readjust the postal classification of certain educa- 
tional and cultural materials, including test materials. 

Since the field of educational testing is not at present directly af- 
fected by the second- and third-class mail rates, we have no opinion 
on sections 104 and 105 of the bill. We do not favor section 106, 
which would increase rates on books and educational films, since the 
transportation of these materials at low rates is very important for the 
instructional and guidance work of all schools. We note the state- 
ment of the Post Office Department that the proposed increase is 
not for purposes of revenue, but just to keep the book rate in line 
with preferred increases in third-class rates. 

We would also like to express our concern about title IT, the Postal 
Commisison Act of 1956. We of the testing field are not opposed. to 
this act, but the powers that would be granted to the Commission 
under the act appear to be so broad and the control by the Congress 
over its activities so slight that we wonder whether those educational 
materials which are now allowed preferred rates under the postal law 
would maintain their present status. If rate-fixing is to be turned 
over to a Commission, 1t seems to us that standards of policy need to 
be set out in considerable detail in the authorizing legislation. 

Thank you, Mr. Chairman. 

The Cuamman. Thank you very much, Mr. Traxler. 

The next witness is Mr. Joseph A. Duify, executive secretary of the 
American Booksellers Association of New York City. 


STATEMENT OF JOSEPH A. DUFFY, EXECUTIVE SECRETARY, 
AMERICAN BOOKSELLERS ASSOCIATION, NEW YORK, N. Y. 


Mr. Dourry. Mr. Chairman, in the interest of brevity, I will stick 
to the summary of the speech that [had prepared. 

The Cuairman. Then your entire statement will be placed in the 
record. 
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(Mr. Dutfy’s statement is as follows :) 


STATEMENT OF JOSEPH A. DuFFY, EXECUTIVE SECRETARY, AMERICAN BOOKSELLERS 
ASSOCIATION, NEW YORK, N. Y. 


My name is Joseph A. Duffy. I live at 557 Pelham Manor Road, Pelham Manor, 
N.Y. Iam executive secretary of the American Booksellers Association. During 
the past 52 years, ever since entering upon a business career I have been 
associated with the trade book industry. As book publishers’ salesman, as 
executive in various publishing houses, and in my present capacity, I have been 
in constant touch with the retail book trade and with the econemic problems 
confronting the booksellers of America. 

The American Booksellers Association has a membership of nearly 1,400 retail 
book outlets. We include some department stores and chain stores, but most of 
our membership is comprised of small stores located in all parts of the United 
States, in population centers of 25,000 or more. We estimate that our mem- 
bership does over 90 percent of all retail book business each year. 

I speak for this entire group of small-business men to whom a comparatively 
few dollars can mean the difference between success and failure. 

The average bookseller does a yearly overall gross business of between 
$25,000 and $100,000. It is quite frequently a family operation, with husband 
and wife or an individual owner carrying the full financial risk and at the same 
time putting in long hours of work with a minimum of outside staff help. 

This is a group of small-business men and they are essential to the proper 
functioning of book distribution in America. Without a healthy body of retailers 
our industry would face serious dislocation. Whatever cultural value you 
may place upon our Nation’s literary output, that common good survives by 
uncommonly small financial margins. 

Keeping in mind the small annual volume of business enjoyed by the average 
bookseller, you will note that he just about makes the grade on a 3 percent 
average profit, before taxes, as revealed in our 1955 cost survey. The details 
of this survey you will find in appendix A, attached hereto. 

Another point to note in the bookseller’s list of expenses is the factor of 
incoming postage. The study just mentioned reveals this to be 1.6 percent of 
his total expense. Then, too, he pays an added amount to cover postage on 
books delivered free to some of his customers. All told, then, the bookseller’s 
postage bill each year is close to 2 percent of his total outlay. 

One and one half million dollars added to the industry postage bill (the 
estimated cost under proposals of H. R. 9228) would have far-reaching direct 
and indirect effects on the retail bookseller. 

It would only be laboring the point to give you more evidence of his limited 
financial horizon. In one way or another the bookseller has managed to get 
by and one of his most pleasant memories is the understanding treatment he 
has traditionally received at the hands of his Government in the matter of 
postage. 

In 1953 I had the privilege of appearing before your committee in connection 
with a bill then pending entitled, “H. R. 6052.” At that time a straight 25 
percent increase in the book rate was proposed—S to 10 cents on the first 
pound, and 4 to 5 cents on succeeding pounds. On behalf of the members of 
my association I wish to thank the committee for having struck that provision 
before the bill was reported out. Here is evidence that the committee has in 
the past appreciated the importance of books. 

It is well known that the United States lags behind many foreign countries 
in the prevalence of book reading. Coupled with the fact that a bookstore can- 
not survive in thinly populated areas and must, therefore, use the mails to 
reach large segments of our population, we must remember that magazines 
have enjoyed lower postal rates than books for about 70 years. This competi- 
tion as between media may possibly have had something to do with our failure 
to develop as a leading book reading nation. 

We appreciate the fact that the current proposed bill, H. R. 9228, provides for 
less than half the increase in the book rate called for in the 1958 bill, and we 
further appreciate that the Post Office Department has stated the proposed in- 
crease to be considered not for revenue but for alinement with proposed third- 
class piece rate increase. 

We hope that the committee will again befriend the bookseller and strike out 
the book rate increase from H. R. 9228. If the third-class increase is not as 
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<reat as the bill now proposes, the reason given by the Post Office Department for 
the book rate increase would disappear. If the proposed scale of third-class rates 
is adopted by the committee perhaps books could be struck out of the third- 
class piece rates and the book rate left unchanged. 

We are interested to observe that the Post Office Department recommends 50 
percent of cost as a just standard for newspaper and maguzine rates. At least 
the same standard should apply to books. Books now pay almost 60 percent of 
cost. 

Aside from the provisions as to the book rate itself the bookseller as a small- 
business man will be affected by other provisions in H. R. 9228. Booksellers 
would pay the proposed increased first-class, airmail, and third-class rates, 
We are willing to support such rates in the interest of increasing postal revenue, 
which in turn should make it easier to expand and improve the postal service. 
But we do hope the committee will strike the book rate increase. . 


APPENDIX A 


Results of cost survey conducted among cross section of ABA members, 1955 


Yearly busi- Yearly bus Yearly busi- 

ness unde! ness ove! ness, all 

$50,000 (99 $50,000 (42 141] 

Stock 61.4 64.7 62 
Rent_..- : eres Buaes 5.8 4.7 5.4 
Interest, dues, taxes E eee 1.4 6 1.1 
ON eae = _ Ss st aes 10.7 6.3 9,2 
Wages 5.7 4 ’ 

Advertising LY 2 l 
Depreciation . mse oe 5 15 F 1.5 
tilities Se ne 1.5 1.0 1.3 
rinting and sti ationery - we j 1.3 1. 5 2.1 

Shipping materials 

Insurance_..._- t 
Maintenance , ah a pa ; ; 2 
\liseellaneous 5 ; pala 5 ; 2.2 2.7 2. § 
Incoming postage_- seat a fee as a 1.8 1.3 16 
ESL ED A ieee sat 36.8 31. ¢ 35. 1 
Profit before cash discount and income tax 1.8 3 2.4 
ssh discount sia si oa a il ties otha ale ‘ 6 ¢ 6 
Profit before income tax________. 5 a 225 2.4 4.3 3. 0 


Mr. Durry. Thank you, sir. As executive secretary of the Ameri- 
can Booksellers Association, I represent 1400 members of the retail 
trade in books in this country, and we do an estimated 90 percent 
of the annual retail book business of the Nation. 

Most of these people are small-business men to whom any increase 
in the postal rate represents an extra cost which will reduce an already 
eS yearly income. In the main body of this statement of mine, 

I showed that the postal rate represents 1.6 on incoming mail, an addi- 
tional fraction for free books to some customers, whick brings the total 
percentage of postage in the total oper: ation up to almost 2 percent, 
which is in comparison with only a 3 percent net profit in the course 
of a ye 

The United States is not as much of a book-reading country as a 
great many European countries are. One of the reasons for this is the 
difficulty of maintaining bookstores in areas relatively thinly popu- 
lated, and another reason has probably been competition from maga- 
zines, which have had an advantage of much lower postal rates for 
about 70 ye ars, 

We appreciate that the book rate increase proposed this year is less 
than half of that proposed in the 1953 bill, and that the Post Office 
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Department has stated that the proposed increase this year is not for 
revenue but for alinement with the proposed third-class rate increase. 

If the third-class increase is not as great as the bill now proposes, 
the reason given by the Department for the book rate increase would 
disappear. Ifthe proposed scale of third-class rates is adopted by the 
committee, perhaps books could be struck out of the third-class piece 
rates and the book rate left unchanged. 

The Post Office Department has recommended 50 percent of cost 
as a fair and equitable standard for rates on newspapers and maga- 
zines. At least the same standard should apply to books and books 
now pay almost 60 percent of cost. 

As small business enterprises, bookstores would pay the proposed 
increased first-class, airmail, and third-class rates, but are willing to 
support such rates in the interest of increasing postal revenue which, 
in turn, should make it easier to expand a improve the postal 
service. 

We are grateful that Congress has recognized the special needs of 
the bookseller in the past. It is hoped that the present committee 
will continue the tradition by striking the book rate provisions in the 
current bill as it did from the bill presented in 1953. 

I thank vou. 

The Cuarman. Thank you, Mr. Duffy. 

The last witness is Miss Porter Cowles, Association of American 
University Presses, from the University of North Carolina at Chapel 
Hill. 


STATEMENT OF MISS PORTER COWLES, ASSOCIATION OF AMERICAN 
UNIVERSITY PRESSES, CARE OF LAMBERT DAVID, PRESIDENT, 
ASSOCIATION OF AMERICAN UNIVERSITIES, UNIVERSITY OF 
NORTH CAROLINA, CHAPEL HILL, N. C. 


Miss Cowes. I may not have been here as long as Mr. Reynolds, 
but Iam pretty close, I think. 

The CuamMan. I know we have had you here before at previous 
hearings. 

Miss Cow tes. I am here to say about the same things I said in the 
past. The fact still remains, though we think they were right the first 
time we said them, and we still think we are right today. 

The Association of American University Presses has members all 
over the country, with some 47 of them in 25 States. I have been rep- 
resenting them here for a number of years and the members of this 
association join with me in having a continuing interest in the rate 
affecting the distribution of their books throughout the country. 

We feel that books which are now paying a postage rate of about 
twice as high as the reading matter rate proposed for magazines and 
newspapers are paying what they ought to pay. The first and the last 
thing I would like to say to this committee is that we would like verv 
much to see the members of this committee give books equality in 
postal rates with reading matter in magazines and newspapers by 
maintaining the present book post rates. 

Incidentally, we can give you percentages here. We know that we 
aren't selling as many books as the larger commercial houses. We 
know that our customers are having to pay the postal rates. The 
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libraries and the individuals interested in this technical information 
are the ones who are having to pay this. 

P ercentagewise, itisa 25- percent increase you are proposing here. 
| can’t tell you. Mr. Rees, what percentage that would be of our total 
operating cost because we not paying it. In a sense, we are not 
representing the association, but the libraries and individuals, many of 
them in rural communities, that are reached only by the postal service. 

They are not near bookstores. Some of these individuals are not 
near any libraries. 

Mr. Rees. Don’t you represent the publishers ? 

Miss Cowters. I am representing the publishers, but I am also rep- 
resenting these other people to whom we are trying to get our books 
at the lowest possible rates. We think they are good rates and we 
would like to keep them there if we can. 

Mr. Rees. Your statements are always impressive and effective, and 
we are always al: id to have you come before us. 

Miss Cowres. Thank you. Iam very sorry that I can’t answer any 
questions that other members of the committee might have. 

The Cuairman. Your full statement will be placed in the report. 
It isa ple: isure to have you with us. 

Miss Cow tts. It is nice to kind of bat in the cleanup spot. 

(Miss Cowles’ statement is as follows :) 


STATEMENT BY PORTER COWLES, ASSISTANT DIRECTOR, THE 
CAROLINA PRESS, REPRESENTING THE ASSOCIATION OF 
PRESSES, RE PostaAL RATES ON Books 


UNIVERSITY OF NORTH 
AMERICAN UNIVERSITY 


My name is Porter Cowles. I am speaking on the subject of postal rates for 
books on behalf of the Association of American University 
assistant director of the University of North Carolina Press. 

The Association of American University Presses includes 47 members from 25 
States and the District of Columbia. Many of the association members—such 
as the presses of Kentucky, Oklahoma, South Carolina, Florida, Kansas, Illinois, 
Pennsylvania, Washington, and North Carolina—are associated with State uni- 
versities. Others, such as the Huntington Library in California, 
special research groups with a limited publication program. With 
ment is being filed a copy of the most recent directory of the 
American University Presses, giving a complete list of the 
present and past officers. 


Presses. I am 


represent 
this state- 
Association of 
members and the 


PROVISIONS OF H. R. 9228 ON BOOK RATES 


I wish to express the appreciation of the association to this committee and 
its chairman for giving us this opportunity to discuss the problem of book 
postage rates as we see it and as it affects the university presses. We under- 
stand that the bill before you, H. R. 9228, proposes in section 106 to increase 
the book rate—a 25-percent increase from the present rate for the first pound. 

sooks are now paying a postage rate about twice as high as the reading 
matter rate proposed for magazines and newspapers. This 25-percent increase 
proposed for books on the first pound would be a particular hardship to uni- 
versity presses, who mail an extremely high percentage of their publications 
in small shipments of 1 or 2 books. 


THE NATURE OF UNIVERSITY PRESSES 


The primary purpose of a university press is to publish books of scholarship. 
These books make available to scholars, scientists, teachers, students, and 
general readers information on specialized subjects which is not easily avail- 
able from any other sources. The anticipated sale on publications of this sort 
is usually small. We consider ourselves pretty fortunate if a book sells as many 
as 2,500 copies. Far more of our publications sell in the range of 500 to 1,000 
copies. Some of our books are sold through bookstores, but because of the 
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nature of our publications, we must necessarily ship a great many direct to the 
customer. In either case the shipment is by mail and the customer pays the 
postage charges. According to recent figures, the members of our association 
ship large percentages of their total output direct to libraries, colleges, or 
schools, or the individual customer. 


EFFECT OF INCREASED RATES ON BOOK DISTRIBUTION 


The rates proposed would impose on the members of our association and our 
customers a significant additional burden. The book rate has already gone up 
almost 300 percent since 1942. Speaking for the University of North Carolina 
Press, I can say that the average single book which we ship will weigh between 
2 and 8 pounds. ‘The present postal rates on a book of this average weight are 
12 and 16 cents. If the increase proposed in this bill is approved, the postage 
payable would be increased on this average book to 14 and 18 cents, not a large 
increase, to be sure, in dollars and cents, but percentagewise an increase of con- 
siderable proportions. Such increases will necessarily be passed on to strain 
further already low library and school budgets. 

We cannot know that this increase in postage will result in curtailing capacity 
to buy new and necessary book materials. But if just a certain amount of money 
is available each year and if more of it is needed to pay carrying charges, then 
it seems logical that the number of books purchased will have to be fewer. 

University press publishers are particularly concerned by the possibility of 
increased postal rates, because we believe that publication and distribution of 
books and especially books by university presses, are educational processes of 
very great importance. We are doing, we feel, a highly valuable work, particu- 
larly in the educational and technical fields, not only on formal education levels 
but also on the adult education level. Through postal services to areas not 
served by bookstores and remote from educational institutions and libraries we 
are, through books, bringing to the people of this country information in which 
they are becoming increasingly interested and which we should help them get 
as inexpensively as possible. We are trying to do our part by publishing the 
books that are needed and we hope that postal rates will not be so increased as 
to make the job even more difficult. 


NATIONAL POLICY ON POSTAGE RATES FOR READING MATTER 


The members of our association feel that books today are playing and should 
continue to play a vital role in the expanding educational processes of our democ- 
racy. The need for a well-informed citizenry has never been more important 
than it now is. We feel that university presses are publishing the kind of books 
that should be distributed widely. The members of our association, therefore, 
hope that in your consideration of H. R. 9228 you will give serious consideration 
to the additional burdens which increased postal rates will place upon our 
operations and upon our customers. 

We believe that as a long-run policy the Congress should seriously consider 
establishing a uniform favorable rate for reading matter, whether in newspapers, 
magazines, Or books. Books are certainly as important as magazines and news- 
papers as an educational and cultural force. They ought to be treated as well 
as other forms of reading matter. It is our understanding that the Post Office 
Department has not proposed the increase in the book rate for purposes of secur- 
ing revenue but rather to bring the book rate into line with the proposed increase 
in the third-class rate on books and catalogs. It is certainly our hope that a 
mere technical consideration concerning the relationship of the proposed in- 
creased third-class rates to the book rate would not be a primary factor in raising 
the first pound charge in the book rate. Perhaps this might work the other way, 
with the book rate remaining the same but with some modification being made in 
the third-class definitions to eliminate the misleading word “books.” It has been 
our experience that catalogs usually weigh under 1 pound, but books only very 
rarely. 

The proposed increases in first class would, of course, affect all parts of the 
university community—the library as well as the university press and the other 
offices of administration and teaching. The prospect of such increases makes 
even more important from the presses’ and the libraries’ point of view the cor- 
rection of present classification inequities such as the application of first-class 
rates to authors’ manuscripts, academic theses, and educational tests—as pro- 
posed in the Moss and St. George bills which your committee has under considera- 
tion after holding hearings last July. 
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Title II of H. R. 9228, in which is proposed a Commission to set postal rates, 
seems to us Somewhat vague. Before establishing such a Commission it would 
seem that considerable additiona] specifications as to policy and limits of dis- 
cretion would be needed, with the advice and guidance of those Members of Con- 

ess who have devoted a great deal of time and thought to these problems 
through the years. 

We do not suggest that books published by university presses be given a special 
book postage rate because we believe that books as a class deserve equality in 
postal rates with magazines and newspapers. Many books brought out by com- 
mercial publishers are equally important, culturally and educationally, as our 
own. But we do urge your committee to give books equality in postal rates with 
reading matter in magazines and newspapers by maintaining the present book 
post rates. 


The Cuairman. That concludes the list of witnesses scheduled for 
this morning, and the hearings will be adjourned until 10 o’clock to- 
morrow Morning. 


(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
10 a.m., Thursday, April 12, 1956.) 
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THURSDAY, APRIL 12, 1956 


Hovusk or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, D. C. 

The committee met at 10:25 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presid- 
ing. 

The Cuamman. The committee will be in order. 

This morning the hearings will be resumed on H. R. 9228, a bill 
to increase certain postal rates. 

As chairman of the committee, I extend a personal invitation to 
former Postmaster General James A. Farley to appear before the 
committee and give us the benefit of his wisdom and counsel on the 
postal rate legislation. I had the pleasure of serving with General 
Farley during the entire time he was ee aster Genel ral. He served 
as Postmaster General from March 4, 1933 to August 31, 1940. 

Naturally, I have a very warm ae and high personal regard 
for General F arley and for the record he made as Postmaster General. 
It is indeed a ples isure to greet you, Mr. Farley, and now to hear any 
views you desire to present to the committee concerning the present 
postal rate legislation. 


STATEMENT OF HON. JAMES A. FARLEY, POSTMASTER GENERAL 
1933 TO 1940 


Mr. Fartry. Mr. Chairman and members of the committee, I am 
delighted to be here. It is a long time since I appeared before a com- 
mittee on the Hill. Those times were never-to-be-forgotten days. 

[ do not know how much wisdom I can present here this morning. 
I have a statement which I should like to read. Then I would be 
very happy to try to answer, if I am able to do so, any questions which 
may be put to me by any member of the committee. 

I am pleased to be here at the invitation of the chairman. As 
chairman Murray has indicated, we were associated together in the 
Post Office Department when I was Postmaster General. I have been 
happy and pleased to continue that association with a man of the 
energy, integrity, and the ability of your chairman. With respect 
to my position on postal-rate increases, I can say just this. If my 
staff had presented me with figures and the evaluation of what is de- 
veloping in the Postal Service demonstrating that I would be faced 
with a $500 million deficit annually, I would have been greatly con- 
cerned. If I had spent as much time and energy in trying to work 
out improvements in the Postal Service as has Postmaster General 
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Summerfield, General Donaldson, and their predecessors, only to see 
it absorbed in dispensing much deserved higher salaries and fringe 
benefits to employees without commensurate rate increases, I would 
be deeply discouraged. 

Since 1946 the Post Office Department has had over a billion dollars 
in Increases occasioned by increased payroll costs as well as increases 
in transportation charges. There has not been a commensurate in- 
crease in rates to offset these increased costs. 

On the other hand, I would realize as I always have, that the pri- 
mary responsibility of meeting these issues is that of the people of 
the country and their designated representatives in Congress. I feel 
that, under the circumstances of the big postal deficit, something 
should be done about it. 

I do not. propose to recommend special rate increases but I think it 
is as simple as A, B, C to find it extremely difficult to even approach 
this deficit unless you raise first-class rates. I think it would be unfair 
and unjust to raise first-class rates without making substantial in- 
creases in both second- and third-class rates. 

Congress has acted, of course, in one large group of mail, that is, 
fourth-class, by requiring it to pay its own way. As far as I know, 
the users of that class of mail have not suffered but have prospered. 

I will be glad to answer any questions but T am frank to say that 
IT have been away from the Postal Service for more than 15 years and 
I do not believe I could be expected to give you the detailed data on 
which you could act or solve this very complicated problem. I think 
that can best be done by those who work with it day to day. I come 
to you as a citizen and former Postmaster General who is greatly con- 
cerned about the implications of this constantly mounting postal 
deficit. 

As you all know, I was appointed Postmaster General on March 4, 
1933, and served until August 31, 1940. I understand this is one of 
the longest terms in the history of the Post Office Department, and 
the only Postmaster General to exceed that period of service was 
General Burleson who served during both terms of the late President 
Wilson. 

The letter rate had been increased from 2 to 5 cents an ounce June 6, 
1932, the vear prior to my assuming office. There were no postage 
rate increases during my term of office, but there were several de- 
ereases: namely, the drop letter from 3 to 2 cents on July 1, 1933, and 
on July 1, 1934, airmail from 8 to 6 cents and the zone rate on the 
advertising portion of second-class mail which had been increased in 
1932 was reduced then to its prior levels. 

There were no wage increases to postal employees during my term 
of office, instead there were some temporary wage reductions on March 
20, 1933, which were later restored. 

During my administration the following deficits were reported : 


Fiscal vear: Deficit | Fises al year—Continued Deficit 
1934__ £44, 000. 000 | 1928 Z e $43, S00, 000 
1935 , 65, 800, 000 | aaa 
eee 38 ; 88, 300, 000 | eis Eos Oe 40, 800, 000 
1937. : 46. 600, 000 


These deficits totaled 3368 million for the 7-year period and averaged 
ibout. 853 million a vear. 
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The total deficit for the entire 7 years of my administration was 
substantially less than the present anticipated deficit for 1957 of $470 
million. 

Some witnesses have erroneously argued that the postal deficits have 
always been about 15 percent of the Department’s expenditures. Dur- 
ing my administration, however, the average deficit was 7.1 percent 
of expenditur es. 

On a comparable basis the present deficit of the Post Office Depart- 
ment would be less than $200 million instead of nearly $500 million. 

Furthermore, the deficits during my administration included air- 
mail subsidies and penalty mail, both of which are not charged in the 
current deficit of the Post Office Department.. In other words, I think 
there were a few years time where if that subsidy had not been charged 
against the Post Office Department it would have been run on what 
might be said to be a profit. 

The CuatrmMan. For several vears during your administration the 
Department operated the airmail service. 

Mr. Faruey. Yes, after the cancellation of the airmail contracts in 
1934 until the Civil Aeronautics Board came into being. Then they 
took over that phase of the activity. 

During my administration first-class mail produced 57 percent of 
postal revenues while today it produces only 47 percent of postal 
revenues. 

Furthermore, and most importantly during my administration, 
letter mail averaged 145 percent of allocated costs. It now shows a 
deficit. 

If the Department now had the same cost coverage on letter mail as 
the average during my administration, it would have additional 
revenues of almost $400 million a year. 

The Post Office Department has not always operated at a substantial 
deficit but rather to the contrary. The major deficits since World 
War IT are the result of greatly increased costs with no comparable 
increases in rates. 

I sincerely believe that the bill, H. R. 9228, is a good bill and I do 
hope it will be reported favorably by the committee and passed by the 
Congress. 

The Caarman. General, in fixing the proper rate for first-class 
mail or postage, do you think that the special preferential treatment 
that. first-class mail receives should be a factor and should be given 
consideration in fixing the proper rate for first-class mail ? 

Mr. Fartey. Yes. I think people who use first-clsas mail get pref- 
erential treatment. You mail a letter in New York today and expect 
it to be delivered in Chicago tomorrow, or delivered to whatever the 
point of destination is. If the records I look at are correct, they 
show that about 75 percent of the first-class mail is paid for by busi- 
ness users of the mail, and only approximately 25 percent of the users 
are what might be called personal mail. I see no reason why large 
corporations and business houses and businessmen should not be will- 
ing to pay at least 4 cents. I think it should be 4 cents. 

The CHarrmMan. You are now associated with the Coca-Cola Co. ? 

Mr. Faruey. I am chairman of the board of the Coca-Cola Export 
Corp. and connected with a given number of their subsidiaries as a 
director, and so forth, so that I am closely associated with the Coca- 
Cola Co. 
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The Cuairman. Do you think your industry would object to paying 
4 cents? 

Mr. Faruey. I am satisfied that the Coca-Cola Co. and all of its 
subsidiaries and all of the companies any way connected with the 
Coca-Cola Co. would be happy indeed to pay whatever increase is 
necessary on a 4-cent basis. I believe that all substantial business 
corporation in this country would feel the same way, Mr. Chairman. 

The Caiman. What is your opinion about the records and the 
validity of the cost-ascertainment system used by the Post Office 
Department for many years? 

Mr. Fartry. Down through the years I was in close contact with 
that system by virtue of the fact th: at I served in that Department 
and I was in touch with the men in the Department working that 
phase of the Department’s activities. I had confidence in it and I 
assume that those who succeeded me had confidence in it. Whenever 
their costs were up before a substantial committee, those ascertain- 
ment costs were generally accepted nearly 100 percent. It was con- 
strued to be a good method of ascertaining costs. There may have 
been some objections, but I think in the main it was generally regarded 
as a good method and the only method that could be followed. 

The Cuaiman. Do you think that part of the Department’s deficit 
should be charged off for public service ¢ 

Mr. Fariry. Well, 1 think the public expects, in a way, the Post 
Office Department to render a service, but I honestly have always 
felt. that the people generally had a very high reg: ard for the Post 
Oflice Department and its employees. W ithout attempting to be 
disrespectful or critical or to make any observations relative to any 
other department of the Government. I think J can truthfully say 
that there is no department in the Government wherein the popu- 
lation generally has any higher regard for a Department or its em- 
ployees s than they have for the members of the postal service. What- 
ever the increased costs would be for handling mail, 1 do not think 
the public would object, principally because of the fine relationship 
that the public has with the postal service. 

The CuarrMan. Of course, the Congress has established a policy 
about rates in many respects, such as the free-in- -county mailing; the 
free mail for the blind; other preferential mail rates for the blind: 
reduced rates for books; and reduced rates for nonprofit religious, 
fraternal, educational, and patriotic organizations. 

Mr. Fartey. The Congress always, in my judgment, established the 
policy for the Post Office Department. They established the rates 
up here and they passed all the legislation for the much needed and 
much deserved salary increases to the emplovees, so that the Depart- 
ment cannot do anything else but accept the actions of the Congress, 
and justly so. 

I always looked upon the Congress as setting the policy for the 
Department, and the Postmaster General could do nothing else other 
than accept the decision made by the Congress. 

The Cuamrman. What were the expenses of the Department during 
the last year you were Postmaster General ? 

Mr. Fariey. I have forgotten. As my memory serves me, the in- 
come of the Department was something between $580 million and $600 
million. The outgo was something better than $650 million, and 
maybe a little more than that. I have lost track of the figures, frankly. 
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The CHatrman. You realize that the expenditures of the Depart- 
ment have greatly increased since you left 

Mr. Faruey. I know that. I ran into General Donaldson one time 
during his administration, and I think I am stating it correctly when 
I say that he told me that the salary increases that he gave, and justly 
so, to the employees of the Post Office Department in 1 year were in 
excess of the amount of the cost to run the Department the first year 
that I was Postmaster General. In other words, salary increases 
passed during the term he was serving were in excess of what the actual 
cost of running the Department was in the first year I served as Post- 
master General, so that the costs have gone up and the revenue has not 
increased proportionately. 

The CHairman. Mr. Rees? 

Mr. Rees. I have no questions. I want to express my appreciation, 
along with the chairman of our committee, for your coming here today, 
taking your time and putting forth the effort to express your views in 
respect to this proposed legislation. Because of your experience in 
dealing with the problem, your views are deeply appreciated. 

Mr. Fartey. Thank you. I am very happy to be able to come here 
today. It was the only day I could work in in the next 12 or 15 days. 
Your chairman was kind in making it possible for me to be here today. 

The CHatrmMan. Mr. Davis? 

Mr. Davis. I have no questions, but I, like Mr. Rees, would like to 
express my appreciation to Mr. Farley for his views on this legislation. 

The CHamman. Mrs. St. oaueet 

Mrs. Sr. GeorGe. I am very sorry that I missed most of the testimony. 

I also want to say that I think it is a splendid thing for this com- 
mittee that you were able to come and testify, and I am particularly 
pleased as you are almost a constituent of mine. In Haverstraw we 
still look upon you as one of our own. 

Mr. Fartey. Thank you very much. I live in New York now, but I 
always look upon Rockland County, and always will, as my home 
county. 

Mrs. St. GEorGe. We like to think that, too. 

The CHairmaNn. Do you not think that postal legislation should be 
nonpartisan and nonpolitical ? 

Mr. Fartry. It has to be. 

The Cuarrman. Mr. Lesinski? 

Mr. Lestnsxt. Mr. Farley, I appreciate your coming here very much 
due to the fact of your past experience. It is nice to have people come 
down who can talk of what they have done and, of course, correlate it 
into our present position. 

You mentioned that you are in favor of the present bill which we 
are considering. The important deficit for the Department comes up 
in. the second- and third-class mail because it has increased tremen- 
dously since vour time. The largest amount of deficit stems from 
that point. 


Do vou feel in all fairness that the increases in this particular bill 
are sufficient ? 

Mr. Fariry. I do not know that they are sufficient, but I sincer ely 
believe that if there i is an increase in the first-class mail there should 
be an increase in the second- and third-class rates too. However, I 
would not attempt to tell you what the increase should be because, 
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frankly, I am not sufficiently acquainted with what the picture is, but 
Iam sure that whatever the Dep: irtment and the chairman of the com- 
mittee present as a proper increase, I would be willing to go along 
with them based on their judgment and knowledge of what the picture 
is. 

I have always felt that the second-class mail should carry a greater 
load than it does now. I watch these letter carriers in New York. I 
walk up Park Avenue every morning and talk to these fellows. I do 
it every day, including Saturdays. They are loaded down most of the 
time with magazines. I do not know what percentage of their load 
it is, but I would suppose that 75 percent of their load every day is in 
magazines or newspapers of some character. 

There is no reason in the world why they should not pay their share 
of the load. 

I think the third-class rates should be increased, too. Every day 
there crosses my desk much of this third-class mail with which you 
are all familiar. I think they should pay a higher rate. What that 
increase should be I do not know except that I would go on the theory 
that the rates of increase as indicated in the bill represent a proper 
increase, 

Mr. Lestnskr. I appreciate that, Mr. Farley. 

Now, as Postmaster General in 1953, you are quite familiar with 
the problem that confronted the Department at that time. When 
President Roosevelt came to be President in 1933, as we all know at 
that time the administration had fired all postmasters that were not 
lemocrats. 

Mr. Farvey. That is a crime when they do that. 

Mr. Lestnskr. I accept that. There was a certain amount of criti- 
cism, and properly so. I am not saying it was right. We all know 
that the Post Office Department is a technical operation and requires 
knowledge not exactly gained in one day. 

The morale of the Post Office Department is very important. If 
something like that happens, the morale drops: is that not right 

Mr. Fariey. I beg your pardon / 

Mr. Lestnskt. If some drastic action of that sort happens, the mo- 
rale of the employees drops. 

Mr. Farry. I am not clear on what you are saying. 

Mr. Lestnskt. When people are fired outright for no definite cause. 
For clarification, let me give you the point I am driving at. 

Mr. Farry. Let me say to you that I never removed. during my 
time, any postmaster because of any pernicious political activity. The 
only postmasters I removed, as I recall, were those who were derelict 
in their duties, and I removed Democrats as well as Republicans. 

Mr. Lestnskr. And properly so. 

Mr. Fartey. And I believe that the present Postmaster General 
should do that. 

Mr. CepernerG. Mr. Chairman. 

The CHatrrman. Let me say, General, that when you came in office 
the first-, second-, and third-class postmasters were on a 4-year ap- 
pointment. Not until the enactment of the O"Mahoney-Mead Act were 


they given the same tenure through civil service as the fourth-class 
postmasters. 


Mr. Faruey. If their age ran against them. they were given 1 
vears. 
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I am delighted, when I go to these conventions, to see some members 
of the Farley classes still in office. 

Mr. Lestnskt. Mr. Farley, that is quite correct, but, in being fair, 
do you believe that a case should be made against a postmaster by the 
inspector to bring about a condition in a post office that makes it im- 
possible for the postmaster to operate properly ¢ 

Mr. Fariey. Let me break in and say to you that I never knew 
during my time any inspector preferr ing any charges against the post- 
master unless the charges were justified. I do not think that the in- 
spection service now would go out of their way to prefer charges that 
were not based on facts presented, because of carelessness upon the part 
of the postmaster or laxity in performance of duties. Unfortunately, 
down through the years, and it was always that way, I think that 
many postmasters felt that they did not have to devote 100 percent of 
their time to their jobs. I had to wrestle with a lot of my fellows. I 
have never forgotten one who was a dentist. There was a lot of scur- 
rving around to get him to the post office when | arrived in the city. 
Ife had the good sense to have a pretty good assistant postmaster who 
really ran the job. 

Mr. Lestnskt. Mr. Farley, the point is that the postmasters that I 
have in mind are full-time and not part-time postmasters. The 
action of the inspector makes it impossible for the postmaster to give 
full attention to the Post Office Department in the operation of the 
mails, and there is a constant concern with changing around of pro- 
vrams in the post office. 

Mr. Faruey. I donot want to get into that because that is something 
with which I am not familiar enough. 

The CHARMAN. Let us try to confine our questions to the postal rate 

vislation. 

Mr. Lestyskt. That is important to the rates, because the cost of 
the Department is practically doubled in certain areas. 

Mr. Fartey. That is something that I would not know about, Con- 
eressman. It is foreign to me, and I could not make an honest obser- 
vation. 

The Cuarman. Mr. Gross. 

Mr. Gross. Mr. Farley, do I understand that one of the reasons why 
vour deficits were comparatively small during your tenure as Post- 
inaster General is because of the fact that there were no salary in- 
creases ¢ 

Ir. Fartey. I think that that had something to do with it. I think 
that the Post Office Department in those days was run naturally more 
cheaply than it is run now, because there were no increases. As a 
matter of fact, during those days, there were no increases in any of 
the Federal departments. 

I remember that, in the early days of the administration, when we 
were in difficulties here, 1 put all of the employees of the Post Office 
Department on a 5-day week instead of eliminating any employees. 
We did not fill any existing vacancies that may have occurred by reason 
of resignation and death, or for physical reasons. Within a given 
period of time we put them back. 

before I put that order into effect, I discussed it with all of the 
heads of all of the postal organizations. They were in accord with 
the move that was being taken. When we got around to the point of 
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canceling that furlough order, we sent for them and discussed it with 
them, too. What we did was in accordance with the approval, at 
least, of the heads of all the postal organizations. 

Mr. Gross. You are not saying that the smaller deficits were based 
upon a different operation of the post office ‘ 

Mr. Farry. There is no doubt that the smaller deficit was due to 
the fact that it did not cost as much to run the Post Office Department 
as it does now. All these salary increases, which I think were justified, 
inerease the cost, and there is no additional revenue. 

Mr. Gross. You did have at least two services now missing in the 
Post. Office Department. You had twice-a-day mail delivery and di- 
rectory service, among other things, is that correct ¢ 

Mr. Farry. It could be. In those days we also had the subsidy, 
us I have indicated, charged against the postal deficit, you see. 

Mr. Gross. What would you think of a fifth class of mail? 

Mr. Fartery. I wouldn’t know. 

Mr. Gross. What would you think of a class to take in the prefer- 
ential rates given to certain mailings? Would you favor that? 

Mr. Fartey. I do not know enough about that to make an honest 
observation. I would like to refrain from attempting to answer that 
question. I could not answer it intelligently. 

Mr. Gross. Now, you have said that it is proper that Congress fix 
policy, or at least rates, is that correct ¢ 

Mr. Fartey. Yes. They have done it down through the years. 

Mr. Gross. Yet vou fully endorse this bill, do you not ¢ 

Mr. Farury. Yes. 

Mr. Gross. Which provides for a Commission to establish rates. 

Mr, Farry. Yes; 1] think that would be all right. I think it would 
be all right, but 1 would rather, personally, stay with the provisions 
of the bill. 

Let me put it this way: I would rather stay with the provisions of 
the bill that have to do with the rates, and not get involved in the other. 

Mr. Gross. How can you say that you favor Congress fixing rates 
and still be for this bill which provides for a Commission to fix rates ? 

Mr. Fartey. Let me put it this way: Lam for the phase of the bill 
which has to do with the fixing of the rates, 1 do not want to get 
involved in the other, because I do not know too much about that. 

Mr. Gross. Let me see if I am clear on that. You are for that pro- 
vision of the bill which provides for the Commission to fix the rates? 

Mr. Fartry. For the Congress to fix the rates. 

Mr. Gross. Then you do not support that portion of the bill? 

Mr. Fartey. I am not going to say that I am in opposition to it, but 
1 am in favor of the rate increases indicated in the bill. 

Mr. Gross. You are in favor of the rate increase, but not title II of 
the bill, which provides for a Commission / 

Mr. Fartry. I do not want to take a position on that. I do not want 
to say that I am opposed to it, but I do not want to say that I am for it. 

Mr. Gross. Have you studied the bill? 

Mr. Farrry. I have read the bill, but I am frank to say that I have 
not. studied it. I have read it several times. 

The Cirarrman. Mr. Dowdy. 

Mr. Downy. You mentioned the fact that there were no salary in- 
creases during the time you were Postmaster General, I believe; is that 
correct ¢ 
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Mr. Farry. Yes; that is correct. 

Mr. Dowpy. Yet you did not have any trouble finding people to fill 
the jobs as they became vacant, for postmasters # 

Mr. Fartey. I want to say to you that you never have any trouble 
finding postmasters. 

Mr. Dowpy. I think that situation has not changed. 

Mr. Fartey. There were always people willing to make sacrifices to 
serve their country by becoming postmasters. 

Mr. Dowpy. I think that is a fair statement. 

Now, I believe your statement covered this. You said that, if you 
had been reimbursed for penalty mail and franked mail and had been 
reimbursed for airmail subsidies, you probably would have broken 
even or perhaps showed a profit ¢ 

Mr. Farutey. There were 2 or 3 years wherein, if the airmail subsidy 
and franked mail were not charged against the Department, the De- 
partment of itself would have shown a profit based on the cost of 
operating that Department and the revenues received. We bragged a 
little about that, I think, in a couple of our reports. 

Mr. Dowpy. 1 think that is fine. Of course, when you say that 
expenses of operation of the Post Office Department have increased, 
and the rate of income has not increased, you do not mean that exactly, 
since expenses have increased because there is a bigger volume of 
mail, and the greater volume of mail brings in a greater income. 

Mr. Farry. ‘That is right. 

Mr. Dowpy. You might lke to comment on this, I do not know. 

The present administration at various and sundry times has said 
that a mail service has deteriorated very badly during the 20 years 
before they went into office and that that is the reason for the diffi- 
culties they are having now. 

Mr. Fartey. The only comment I would make on that is to say to 
you that during my time as Postmaster General we rendered satisfac- 
tory postal service. 

Mr. Downy. I would like to say, in that connection, that I have had 
some dealings with the post office service for some 30 years, and I have 
never had occasion to particularly complain about any of the admin- 

istrations, except that once in a while I complain about them bringing 
too many bills to me at the first of the month. 

Mr. Fartey. We all do. 

Mr. Downy. That is all, Mr. Chairman. 

The Cuarrman. Mr. Cretella. 

Mr. Creretia. I have no questions, Mr. Chairman, except to com- 


pliment Mr. Farley for appearing here. I only wish that he had been 
on our side of the aisle. 


The Cuatrman. Mr. Gubser. 

Mr. Gusser. I would like to thank you very much, General Farley, 
for coming down here. I think it is a marvelous gesture on your part 
and is certainly helpful to us. 

I have two very brief questions. One of them will touch lightly up- 
on the commission portion of the bill, title I1. 

As you are no doubt more aware than I, fourth-class rates are 
now set by the Postmaster General. 

Mr. Fartey. That is parcel post. 

Mr. Gusser. That is with a policy set down by Congress that it shal] 
pay its way. 
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Mr. Fartry. Yes. That is true in all special services, too, is it not? 

Mr. Gupser. Yes, I think so. 

Would you think it possible, General Farley, that we could have a 
commission setting rates and that commission could be bound by the 
terms of the law to operate within a policy which was established by 
Congress and, therefore, Congress would not be surrendering its 

rights? 

“Mr. Fartey. Let me break in for a moment and say that I do not 
think that Congress is ever going to surrender its rights. 

Mr. Gupser. I mean, do you ‘think we could possibly state that it 
should pay a certain percentage of its way, and the rates could be set 
in accordance with that policy ? 

Mr. Fartey. I donot know. I cannot answer that. 

Mr. Gusser. I have one more question, General, if you do not mind. 
One of the principal points that I hear in opposition to this bill that 
is before us is to effect that first class would be paying its way while 
second and third class, even under the term of this bill, would not be 
paying their way. Now, I personally feel that all classes of mail 
should pay their way, and that eventually that is what we should 
arrive at. 

However, it appears to me that the change in the rate in first class 
is far more easy to achieve and to put into operation. 

Mr. Farry. And it is less objectionable. 

Mr. Gupser. Yes, because of the fact that your second and third 
class rates do, in the dissemination of public information, previde 
somewhat of a service which is necessary, and also they create busi- 
ness through advertising which, in turn, creates other business for 
the Post Office Department. 

Therefore, would you agree with me that programs to increase sec- 
ond and third class mail to the point where they are self-sufficient 
should be brought about on a gradual basis? 

Mr. Fartey. I do not think. you could do it in any other way. 

Mr. Gupser. Thank you. 

The Cuarrman. Mr. Alexander. 

Mr. ALexanper. Mr. Farley, I want to commend you also for com- 
ing down and giving us the benefit of your experience. We have had 
some objection | to the bill setting rates from some of the people who 
have appeared here on the basis, first of all, that we, as the Congress, 
should establish policy as to how much should be paid by the taxpayer 
as a matter of public policy and how much should be paid by the 
Post Office Department in handling the mail by postal rates. 

Do you have any guideposts that might assist us as a committee in 
setting an overall pore y? 

Mr. Farrer. No; I do not. 

Mr. ALexanper. You would not have any suggestions ? 

Mr. Faruey. I have been away from this for 15 years, and a lot 
of things have happened. 

Mr. Avexanper. I realize that. 

Mr. Farry. I am sorry that I cannot answer your question. 

Mr. ALexanper. Thank you. 

Mr. Fariry. Lam sorry that I cannot offer any advice. 

The Cnatrrman. Mr. Broyhill. 

Mr. Broynins. I have no questions. 
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The CHarrman. Mr. Moss. 

Mr. Moss. Mr. Farley, early in your statement you mentioned the 
fact that the airmail subsidy and penaity mail were included as part 
of the cost of operating the Department during your tenure as Post 
master General. 

Congress recently removed both of those items and consciously 
reflected a reconsideration of policy. 

As we look at this overall operation of the Department, we find 
that there are two principal classes of mail which, under the cost 
allocation system that has been developed, incur the greatest portion 
of the postal deficit, approxim: itely $400 million a year. Do you not 
think that it is time that the Congress take a closer look at this, policy 
wise ¢ 

Mr. Farry. May I break in fora moment? Does not the Congress 
do that every year and have they not been taking a look every time 
this postal bill comes up here ? 

Mr. Moss. Have we looked at policy? Or have we resorted to ex- 
pedience in setting the classes—not under formula as to the proper 
allocation of the subsidy but rather as to how much the particular user 
might be able to pay ¢ 

Mr. Farner. Let me go back to what I said a moment ago. I have 
always felt that each vear, as you looked at the Post Office bill, 1 
assumed that you looked at it from all phi Uses. 

Mr. Moss. I sat through hearings 3 years ago, and I think the one 
thing we avoided asking was the policy y. We were determined to give 

careful consideration to the complaints of those who said, “If you 
increase any rate you are going to bankrupt a certain number of 
businesses.” 

Mr. Fartry. I do not think that you would bankrupt any legitimate, 
worthwhile business. You are talking now of principally second closs, 
second and third class ¢ 

Mr. Moss. Yes. 

Mr. Farry. I have always felt that the companies who publish 
luagazines are entitled to pay more than they do pay. L assume that it 
probably costs more for the Department to carry each issue of these 
larger publications than they can possibly get for it. It must cost 
twice asmuch. Of course, iene magazines are benefited by the adver 
tising the sy get. It isnota one-way street. 

Mr. Moss. | quite agree that it is not a one-way street. Suppose 
we look at the free mail for the blind. 

Mr. Fartey. I think that is all right. That should go on as it has 
been. 

Mr. Moss. Should it be charged against the Post Office Department, 
and considered a deficit, or should it be clearly recognized as a public 
service ? 

Mr. Farry. I think it should be recognized as a public service, but 
I do not know that you can eliminate it as a part of the Department. 

Mr. Moss. We did in the case of franked and penalty mail. 

Mr. Farry. I do not know how much the cost of that is. Would 
vou know offhand ¢ 

The CHarrMan. It is not very much. It is small. 

Mr. Moss. It is $13 million in the case of free-in-county mail. 
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Mr. Faruey. I think that that is a drop in the bucket as against the 
picture that is facing you. 

Mr. Moss. That is a foundation to lead up to a further question. 
In this second class, if the whole cost is about $222 million and the 
revenue is about $65 million, obviously you cannot absorb all of that 
in a rate increase at any one time. 

Mr. Fartey. I do not think that it would be fair to attempt to do 
it. I think that it should be done over a period of years. Whether 

2, 3, 4, or 5 years, I would not know, but it could be gradual, so that 
hans lar ge concerns could be prepared for that increase. 

Mr. Moss. Is all of that loss a proper charge against the other 
ratepayers, or is it also a public service which should, in fact, be 
allocated and appropriated for as a public service rendered by the 
Department? 

Mr. Faritey. My own opinion of that is that that is not considered 
a public service the same as the other. 

Mr. Moss. My interest is in seeing finally spelled out a postal policy, 
so that we know how we are going to allocate these loss classes of mail, 
whether we are going to look to revenue of the Department itself 
to underwrite them or look in part to the broader revenue base of the 
Federal Government to underwrite them as public services, just as we 
do in Agriculture or Justice or Commerce, or any other department 
of Government. I think that those policies have not been determined, 
and that they should be determined as a precedent to setting of the 
rates, 

Mr. Fartey. That is a situation that faces you members of the com- 
mittee, and faces the Congress. I would suggest that it would be a 
mistake to attempt, on the second-class mail, to move too fast. 

In other words, an increase this year and maybe over a 5-year period 
or over a 2-year period should be sufficient. 

Mr. Moss. We should give assurance to the publishers that they 
are not going to be faced with arbitrary increases not following a 
pattern. 

Mr. Fartey. I think you would have to spell it out. 

Mr. Gross. Would the gentleman yield? 

Mr. Moss. Yes. 

Mr. Gross. The 30-percent increase in second class provides about 
$17 million in revenue. 

Mr. Fartey. Is that enough to take care of the cost? 

Mr. Gross. It is said to lack a good deal of it. 

Mr. Fartey. How far away is it from the actual cost ? 

Mr. Gross. I think the actual cost is about $200 million. 

Mr. Dowpy. $297 million. 

Mr. Gross. This calls for an increase of $17 million. Even with 
5-year increase, the question I should like to ask is: Do you think 
that the second-class budget should be balanced ? 

Mr. Farvey. I think it should be, over a period of years. 

Mr. Gross. With a 500-percent increase necessary to balance it, how 
many years would it take? Do you think that ‘the rate in second 
class should be raised 500 percent ? 

Mr. Fartey. I would not attempt to say 500 percent, but I think it 
should be raised. 

Mr. Gross. If you believe that the Post Office budget should be 
balanced, then you are going to have to raise it 500 percent. 
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Mr. Fartey. You have to do this piecemeal. You and I know that. 
You cannot do it overnight or in 1 year, and you may never be able 
to do it, but I think you have to start 

Mr. Gross. Here is a 30-percent increase that will raise $17 million, 
and lack a great deal of balancing the budget in second-class mail. 

Mr. Fariey. What you get on the first-class mail will more than 
take care of some of that loss. 

Mr. Gross. I am not constrained to go along with rate increases 
simply because they are easy to put on to the public. 

Mr. Fartey. It is not a question of being easy to put on the public. 
It is a question that the public ought to be willing to pay for a real 
service by their Government. I do not think that the public would 
complain. Everything else has gone up. You have not raised the 
postage in 20 years. Iam not here to argue. 

Mr. Gross. It was not raised during your 20 years in the Post Office 
Department, was it? 

Mr. Fartry. No; it was not. 

Mr. Gross. And you were running a deficit; is that correct? 

Mr. Farry. If you eliminate the subsidies, it was not much of a 
deficit. 

Mr. Gross. We might translate that into terms of value of dollars, 
too. 

Mr. Fartey. It could be. 

Mr. Gross. Yes. 

Mr. Farrer. A lot of water has gone over the dam, as you know, in 
20 years. The cost of running the Government in the first year of 
Mr. Roosevelt’s administration, was $7 billion a year. Now the Fed- 
eral budget is up to $60 billion—I have lost track of the exact figure. 

The Cuamman. Mr. Ceder berg. 

Mr. CrverserG. I read your very fine advertisements for Coca Cola 
in the magazines. As a prominent member of the Coca Cola Co., and 
probably one of the largest advertisers, you have found that the cost 
of advertising in a publication has gone up considerably, has it not? 

Mr. Fartry. That is right. 

Mr. CeperserG. I assume that, when they have presented adver- 
tising rate increases to you, they have done it on the basis of their 
costs of publishing the magazine having gone up; have they not? 

Mr. Fartry. Their costs, and the circulation of their magazine, 
the extent of it, ves. 

Mr. Crperserc. You would not object if they included in part of 
those costs an increase for the carrying of the magazine in which you 
advertise ? 

Mr. Fartry. You would have to be willing to go along with it, and 
likewise with every other advertiser. 

The Cuatrman. Mr. Robeson ? 

Mr. Rosrson. I have no questions. 

The Caatrman. Mr. Henderson? 

Mr. Henperson. Your feeling, General Farley, is that the Post 
Office Department should be run more nearly on a businesslike basis 
and with less emphasis on a service function of Government? 

Mr. Fartey. I would not go so far as to say that, but I think you 
ought to try to run it as nearly as you can on a businesslike basis and 
have those who use the Post Office Department pay the freight. You 
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are never going to be able to do that 100 percent. ‘There is no sense 
in anyone trying to say that you can do that. There is no reason in 
the world why the users of the mail should not pay more than they 
do now for the service rendered. 

The CuarrmMan. Mrs. Pfost. 

Mrs. Prost. I have no questions, Mr. Chairman. I think that my 
colleagues have covered most of the questions. 

1 too would like to thank General Farley for the giving of his time 
and for having been the stimulating witness whie h he has been this 
morning. 

You have certainly been a very fine witness. We appreciate it. 

The Cuatrman. Mr. Tumulty. 

Mr. ‘Tumuny. | have no questions. I would just like to say that J 
have enjoyed listening to Mr. Farley. I think he is certainly one of 
our greatest Americans. I am thr illed to see that he has not lost aly 
of his charm, his candor, or his quick wit. 

The Cuairman. Mr. Johansen. 

Mr. Jouansen. I would like to associate myself in this instance with 
my Democratic colleague’s statement. 

I have one or possibly two related questions which I would like to 
ask. 

Do I gather that it is your Impression and understanding that today 
the users of the mail are paying a lower proportion of the cost of oper- 
ating the Department than the ‘vy were, say, during your administra- 
tion? 

Mr. Farry. Yes. 

Mr. JoHansen. Would you feel that it was in any way undesirable 
or reprehensible or transgressing whatever service principles there are 
in the Post Office Department if something of the same ratio that 
existed during your administration between the users’ payment and 
total costs were restored and arrived at through the rate increase ¢ 

Mr. Fartry. That isa little bit involved. 

Mr. Jouansen. Let me make it simpler. Would you favor the users 
paying today approximately the same proportion that they paid dur- 
ing vour administration / 

Mr. Faruey. Yes, but I do not know whether 1 cent on first-class 

nail is approximately the figure you are trying to arrive at. 

Mr. JOHANSEN. Would you feel that it would at least be a move 
toward the goal I deser ibed 2 

Mr. Fariey. Yes, and that is the reason I am here to testify. 

Mr. Creperrerc. Would the gentleman yield? 

Mr. JonHansen. Yes. 

Mr. Creprernerc. As one of the most astute political advisers im the 
United States—— 

Mr. Fartey. I would not go so far as to say that. 

Mr. Ceprrserc. Well, 1 would. 

Do you think that raising postal rates in an election vear has any 
really adverse effect politically / 

Mr. Farzey. I do not think so and I would not care, in a case of this 
kind. Frankly, I think that there are times when you have to face up 
to situations. If you are running a business at a deficit, you have to 
do some cruel things at times. You have to lay off people and lower 
salaries. There are a lot of things you have to do that are not pleasant, 
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and the American people are pretty fairminded. They would accept 
this, [ am sure. 

it is not for me to argue from a political point of view at this gather- 
ing, but I would not think there would be any political repercussions, 
one way or the other. 

Mr. JOHANSEN. I have one final question, General. Insofar as it 
contributes to that end, namely, the end of a balanced Federal budget. 
do you feel that a rate increase to offset the postal deficit is desirable ¢ 

Mr. Faruey. Yes. 

Mr. Jonansen. Thank you. 

The Cuatrman. Mr. Kilgore. 

Mr. Kiteorr. I have no questions, Mr. Chairman. 

General, we appreciate your coming. 

The Cramman. Mr. Corbett came in late. Do you have a question, 
Mr. Corbett ? 

Mr. Corserr. I have only one question. I did want to observe that 

appreciated that the gentleman was not running for election this 
year when he made his observation. 

Mr. Fartry. I am always in a receptive mood. 

Mr. Corserr. You might find the nation equally so, if you pick the 
— spot. 

I do apologize for being tardy. 

However, there were rate increases during your time, in first class, 
were there not ¢ 

Mr. Farry. No; there was no rate increase. We reduced the local 
mail rate. In New York City that local mail went from 3 cents to 2 
cents. The Ways and Means Committee did that in a tax bill. 

Mr. Cornerr. My question was addressed to the general thought of 
the etfect of the increase on the volume of mail. 

Mr. Fartey. On the first-class mail I do not think it would affect 
the volume at all. 

Mr. Corserr. Unless it would push certain types of mail from first 
class to third. 

Mr. Fartey. I think that is the chance you have to take. You can- 
not measure that. 

Mr. Corserr. You do not think that advertisers would tend to use 
more newspaper and magazine advertising instead of direct-mail ad- 
ve ee 

. Fartey. I cannot answer that. I would not be close enough to 
Ps: “i ture to give you an honest answer. 

Mr. Corserr. That is all. 

Mr. Gross. Mr. Chairman, I have just one question. 

The CHairman. Mr. Goss. 

Mr. Gross. This postal rate increase is in the nature of a tax, is a 
form of tax ? 

Mr. Fartey. That is right. 

Mr. Gross. And you would advocate that it ought to be raised as a 
part of the balancing of the overall budget; is that correct ? 

Mr. Fartey. That is correct. 

Mr. Gross. Now, if it appears that we are going to have a Treasury 
deficit, would you also advocate an increase in income taxes to balance 
the budget, plus an increase in corporate taxes / 

Mr. Faruey. Personally, I think that I pay enough now. 

Mr. Gross. Would you ¢ 
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Mr. Fartey. Let me answer that by saying that this Government 
must raise their income tax or do anything else that is necessary to 
balance their budget in a time of stress and trouble that they are in now. 

Mr. Gross. I am glad to hear you say that. If it becomes evident 
that we are going to have a deficit, would you advocate such a raise ? 

Mr. Fartey. You will have to tax to meet the deficit. 

Mr. Gross. Do you think that this would be a good year to raise 
income taxes? 

Mr. Fartey. No year is ever a good year to raise taxes but, if you 
are faced with the facts, you must meet them. People do not like 
increased taxes, whether they are local or national or State or school 
taxes. 

Mr. Gross. I do not think that you think that this Congress is going 
to raise taxes, even though there is a deficit in the overall budget of 
the Federal Government. 

Mr. Fartey. You say you think they will? 

Mr. Gross. I think they will not. 

Mr. Fartry. That is pleasing news. 

The Cuarrman. Mrs. Harden. 

Mrs. Harpen. Mr. Chairman, I deeply regret that it was impossible 
for me to be present for the entire hearing. I had to attend another 
meeting. 

I do not have any questions, however. 

The Cuaimman. If there are no further questions, I wish to express 
the appreciation of the committee to you, General Farley, for your 
kindness in coming from New York City, when I know how busy you 
are, to appear be fore the committee and give us the benefit of your 
timely views on this great question. 

I am glad to advise you that we have two of your old associates 
connected with our committee, Vincent Burke and Austin Latimer. 

Mr. Fartey. I am glad to have them both with you. Vince was 
one of my fine assistants in the early days. I called him in one morn- 
ing when I was there and told him he was going to be postmaster in 
Washington. 

Austin Latimer was one of my assistants in the early days, when 
all of these public-spirited citizens came to Washington to serve the 
Government. Austin saw that they got before me and, if they were 
properly endorsed, they were given consideration. 

Thank you very, very much. 

The Cuatrman. Thank you, Mr. Farley. 

The next witness is Mr. David E. Tavel, Tavel’s Jewelry Co., of 
Indianapolis, Ind. Is he present ? 

(There was no reply.) 

The Cuarrman. The next witness is Mr. Henry E. Harris, pro- 
prietor, Henry E. Harris & Co., of Boston, Mass. Is Mr. Harris 
present ? 
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STATEMENT OF HENRY E. HARRIS, PROPRIETOR, HENRY E. HARRIS 
& CO., BOSTON, MASS.; ACCOMPANIED BY H. E. HARRIS, JR., KEN- 
MORE STAMP CO., MILFORD, N. H.; M. W. PATRIC, JAMESTOWN 
STAMP CO., JAMESTOWN, N. Y.; AND KURT WEISHAUPT, KEW 
GARDENS, LONG ISLAND, N. Y., PRESIDENT, AMERICAN STAMP 
DEALERS ASSOCIATION 


Mr. Harris, Sr. Thank you, Mr. Chairman. 

The CHarrman. Mr. Harris, you are accompanied by Mr. H. E. 
Harris, Jr.. Mr. M. W. Patric and Mr. Kurt Weishaupt; is that 
correct ? 

Mr. Harris, Sr. Yes, sir, Mr. Chairman. 

Can Mr. Weishaupt speak first because he represents the dealers 
organization ? 

The CHairmMan. We will be glad to hear from Mr. Weishaupt. 

Mr. Wetsuaupr. Honorable chairman and members of the com- 
mittee, as president of the American Stamp Dealers Association, 
ASDA, an organization of 900 members all over the United States. 
1 am in constant contact with a large number of dealers in our trade. 

During the last 2 months I have been on various business trips 
throughout the country and have attended various stamp shows. This 
gave me an opportunity to talk to many members of our organization 
regarding the proposed increases of the postal rates on first- and 
third-class mails. 

For a clearer understanding by the committee, I would like to out- 
line the main components of our trade. The stamp business consists 
mainly of three groups: 

1. The auction houses represent about 20 percent of the total vol- 
ume of the trade and about 70 percent of their sales are shipped by 
first-class or third-class mail. 

2. The store trade participates with about another 20 percent of the 
total and about 50 percent of their business is sent through the mails. 

3. The most important part, however, of our business is the mail 
order or approval business, representing about 60 percent of the total 
sales of the stamp line. It relies entirely on the United States mails. 
Their postage expenses amount to about 10 percent of their turnover, 
and on the average equal their net profits. 

An increase of 3314 percent of the current rates would positively 
represent not only a great hardship to the whole trade, but might force 
a great number of our members out of business. Many employees 
would lose their jobs and at the same time it would mean a loss of 
revenue for the Government. The mail-order part of our trade repre- 
sents the most essential group of our business. Through nationwide 
advertising, it creates yearly hundreds of thousands of new stamp 
collectors, not only for their own use, but for all other parts of the 
stamp trade as well. 

Let me mention also that we in the stamp business are selling for 
the United States Post Office Department yearly many million dol- 
lars’ worth of mint postage stamps to the collectors in this country. 
These stamps are never used for postal services, but are placed in 
individual collections. The total amount sold by us is absolutely net 
profit to the Government, with the exception of the printing cost, 
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which is negligible. I believe the production costs run about 85 cents 
per 1,000 stamps. 

The total amount of mint stamps, United States, sold to collectors 
is definitely in excess of $50 million per year. The Post Office De- 
partment certainly will be able to give you some detailed information 
in this connection. 

I would like to impress upon you, gentlemen, that our trade is-an 
army of salesmen for the United States Government, who are selling 
a Government product without any commission whatsoever for its 
services. The most attractive aspect of these sales, however, rests in 
the fact that no Government agency is requested to render any services 
in return. The total amount “realized represents a net profit for the 
(rovernment. 

As far as we know, nowhere else will you find a trade rendering such 
a service to the Government. I cannot believe that our Government 
would want to make it impossible for these dealers to continue their 
business, in which they render a service to our country. 

I am quite certain that the proposed increases of the postage rates 
would not only reduce the profits in our trade, but will also force a 
vreat number of dealers out of business, and would reduce one of the 
sources of Government income. 

[ repeat, in conclusion, that under these circumstances the sale of 
mit United States postage stamps to collectors would be greatly re- 
duced, with an additional loss of revenue to the Government. 

[ hope that the committee will take these remarks into serious con- 
ideration and if there are any further questions, I shall be glad to 
answer them. 

\Ir. CuatrmMan. Any questions of the witness? 

Who is the next witness, Mr. Harris? 

\iv. Harris, Sr. May I read my statement ? 

The CHatrMan. Yes, sir. 

(The statement is as follows :) 

APRIL S, 1956. 
Hon. Tom Murray. 
Chairman, House Post Office and Ciril Service Committee, 
House Office Building, Washington 25, D. C. 

Drar Str: The undersigned, Henry Ellis Harris, doing business for 40 years as 
H. BE. Harris & Co., 10S Massachusetts Avenue, Boston, Mass., hereby respectfully 
protests the increased postal rates which would result from the passage of H. R. 
9228, a bill now being considered by your committee. 

The above bill, in substance, would increase rates more than 30 percent. We 
ure very heavy users of the mail, nearly all of which is now first-, third-, and 
fourth-class, almost evenly divided. While the increases, expressed as a cent 
or fraction of a cent per ounce, seem insignificant at first glance, in reality they 
would probably be fatal to me and to many other small mail-order businesses 
whose very existence depends on reasonable postal rates. 

Iam attaching hereto a copy of the letter I wrote to the Post Office and Civil 
Service Committee, on July 28, 1953: and which was printed in your booklet on 
“Hearings,” H. R. 6052, dated July 17-29, 1953, volume II, page 392. In the 
fourth paragraph of this letter, you will note that postal increases which were 
made in 1952 and 1953 were largely responsible for my abandmonent of certain 
operations which became no longer profitable; and a resulting reduction in my 
staff of 515 employees to 225. At the present time, I employ 217 people. In is 
my considered opinion that higher postal rates, as proposed in H, R. 9228 


mat, 


will eliminate 150 of these employees—if it does not force me out of business 
altogether. 
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I conduct my business as a sole proprietor, and my postage expense for many 
years has been substantially in excess of my net profit, before any allowance of 
a salary for my services and before both Federal and State taxes on my income. 

Your committee is aware of the fact that costs of doing business have been 
constantly rising, due to the general upward move of salaries and wages. This 
increase in costs has gained new force from the recent increase in the mini- 
mum wage from 75 cents to $1 per hour. 

I earnestly request your committee to consider the overall effect of H. R. 9228 
and to weigh the relatively small revenue increases through postage receipts, 
if the bill is based, against the much larger potential reduction of revenue arising 
out of the financial ruin of so many businesses, the elimination of jobs in such 
busineses, and the consequent loss of taxes. 

It appears very unlikely that the increased postal rates could be passed on to 
cousumers. In my business, I have found a growing resistance to price increases 
and have been obliged to resort to greatly increased advertising in order to Keep 
my sales volume high enough to continue to operate. Our gross business for 1952 
was $1,824,057.64 and our advertising costs for that year were $62,470.26. How- 
ever, in 1955 our gross business was $1,969,108.22 and our advertising costs rose 
to $142,839.26. In other words to increase sales approximately 8 percent, we had 
to increase our advertising approximately 129 percent. 

The following tabulation, showing in summary form my business income per 
my Federal income-tax returns for the years 1952 through 1955, together with 
other significant factors indicated therein for salary, interest on capital averag 
ing $600,000 and the proposed 30-percent postage increase, will point up the 
financial disaster which would face me if H. R. 9288 should become law: 


1952 1953 1954 1955 
Gross income. $1,824,057 | $1,976,726 | $1,747,485 | $1, 969, 108 
Cost of sales - 966, 700 1, 047, 455 771, 552 965, 532 
Gross profit. : 857, 357 929, 271 975, 933 1, 003, S57¢ 
Payroll . 479, 712 543, 191 197, 441 49°), 552 
Postage 87, 597 77, 956 SR, O67 102, 972 
Advertising 62, 470 63, 474 104, 743 142, 839 
Other costs- 182, 911 202, 233 213, 614 200, 775 
Total expenses 812, 690 SSO, N53 903, S65 037, 138 
Net business income per Federal return 44, 667 42, 415 72, O68 66, 435 
Sulary allowance for myself 25, 000 25, WOO 25, 000 25, 000 
Capital allowance at 6 percent 36, 000 46, 000 36, OOO 36, OOK 
61, 000 61, 000 61, OOO 61, 000 
Economic profit before taxes 16, 333 18, 582) 11, 068 5, 438 
Postage increase at 30 percent 26, 274 23, 386 26, 420 30, 891 
Net economic loss after postage increase 42,612) 41, 06s 15, 352 25, 454 


1 Loss. 


The foregoing tabulation does not take into account the effect of the increase 
in the minimum wage from 75 cents to $1 per hour. This increase of 3344, 
percent will directly increase our payroll costs—virtually all along the line 
in 1956 and subsequent years. 

My unit sales are small. I have made every effort to increase volume, reduce 
costs, and increase operating efficiency. There is a point at which I can no 
longer continue to operate, and I sincerely believe that the increase in postal 
rates proposed by H. R. 9228 would necessitate a drastic and perhaps fata} 
curtailment of my operations, or would force the actual liquidation of my entire 
business. 

Respectfully yours, 
Henry E. Harris. 

Mr. Harris, Sk. Tama mail order dealer in “postage stamps for col- 
lectors,” established in 1916, 40 years ago. Considering the relatively 
small size of my business, I am a heavy user of first-, third-, and 
fourth-class mails, under 8 ounces, almost evenly divided. 
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My annual postage expenses during the past 4 years have varied 
from approximately $73,000 to a 1955 high of $103,000. 

On sales of nearly $2 million each year, my net business income, per 
Federal tax returns, and before Federal and State income taxes, was 
as follows: 


iii egg epee gh 2 ES a 2, 068 
I ei iaiicscaniicoeipaainrenwnitesceeeieinta bale eg Se soca rnc meee 66, 438 


With a salary allowance of $25,000 for myself, as active full-time 
manager, plus a capital allowance on my investment at 6 percent, 
my economic profit, before taxes, was as follows: 1952, $16,3337; 
1953, $18,582 +; 1954, $11,068; 1955, $5,438. 

With the postal increase proposed in H. R. 9228, and figured at 30 
percent, my net economic loss for the years 1952-55 would have been 
as follows : 1952, $42,612 ' 1953, $41,968 1 1954, $15,352 * 1955, $25,453. 

In my letter of July 23, 1953, to the Post Office and Civil Service 
Committee, I stated that postal increases made in 1952 and 1953 were 
largely responsible for my abandonment of certain marginal opera- 
tions which became unprofitable, and in a resulting reduction in my 
staff of 315 employees to 223. 

I have made every effort to increase volume, reduce costs, and im- 
prove operating efficiency. There is a point, however, at which I can 
no longer continue to operate. At the present time, I employ 217 
people, with an annual payroll of approximately $500,000. 

It is my considered opinion that higher postal rates, as proposed in 
H. R. 9228, will eliminate perhaps 150 of these employees, if it does 
not force me out of business altogether. 

I earnestly request your committee to consider the overall effect of 
H. R. 9228, and to weigh the relatively small revenue increase through 
postal receipts, if the bill is passed, against the much larger potential 
reduction of revenue arising out of the financial ruin of so many small 
mail order businesses, the elimination of jobs in such businesses, and 
the consequent loss of taxes. 

The CuarrMan. Any questions of the witness ? 

Mr. Rees. I notice the total for 1955 was $66,438. Was that your 
entire profit, you mean ? 

Mr. Harris, Sr. Before taxes and without any salary for myself. 

Mr. Rers. Do you take the salary out of that? Your salary comes 
out of that $66,000 ? 

Mr. Harris, Sr. The $66,000 is the net taxable income. 

Mr. Rees. What about your salary ; it does not come oue of that ? 

Mr. Harris, Sr. No. 

Mr. Rees. You get your $25,000 salary and expenses before that, 
is that it ? 

Mr. Harris, Sr. No. From the $66,000, I take out my salary. 

Mr. Rees. That is what I say. So about half of it goes for your 
salary ? 

Mr. Harris, Sr. That is right. 

Mr. Ceverserc. Are you a corporation ? 

Mr. Harris, Sr. No,a sole proprietor. 

The Cuamman. Mr. H. FE. Harris, Jr? 


3 Loss. 
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ETA ee 3 


Mr. Harris, Jr. I am sorry I only prepared three copies of my, 
report, so I will give it verbally. 
(The statement referred to follows :) 
APRIL 7, 1956. 


\ Report oN How THE KENMORE STAMP Co. WILL BE AFFECTED BY THE PROPOSED 
PosTAL RATE INCREASES (H. R. 9228) 


HISTORICAL 


Nature of business: Philatelic mail order (postage stamps for stamp 
collectors). 

Number of employees: Fifteen. 

Location: Milford, N. H. 

Population: 4,500. 

Proprietor: Henry Ellis Harris, Jr. 

The following examples are given to illustrate why we cannot absorb an 
increase in postal rates. 

Example 1.—Are the profits of our operation sufficient to allow for continued 
csrewth expansion, and at the same time absorb a major cost increase as proposed 
by H. R. 9228? 


| | Third- and | 





a | Profit before| ¥ irst-class fourth-class | I ot ul 
Year tones 3 postage postage postage 
| expense | expense | expense 
Ml ack pk eee ehh bbe he cama abbdiebbdd ab apicake $1, 912 | $12, 445 | $4, 148 | $16, 593 
I oll tariierh sis ieee Davo lin hi ladiniaaas as iatadneailiaaia ed 1,173 | 9, 004 3,001 | 12, 005 
BORG « eee eddlondtulidaccsbessheuuneascanduawn 4, 792 7, 755 2, 585 | 10, 340 


Profit before taxes does not include any salary expenses paid to the proprietor 


A. Net profits are far below the national average income. 

B. Decrease in postage volume during the past 3 years reflects a decline in our 
mailing because continued cost increases made a major part of our business 
unprofitable to the point that it had to be discontinued. 

Example 2.—How will the proposed one-third postal-rate increase affect esti- 
mated 1956 profits? 


NOE Imm CO I Re CI kre cceeenn ennai $4, 792 

E> BUR eee mt TIN CI client nee mine $7, 755 

PrOpO@O GUO-ERITG DOCUNSS INCTORNG a nen eee eesnsenenenen 2, 585 
eiseemton wrote: Orr MER TRCTORR i iccrmepieeeton 2, 207 


A. The 3314 percent proposed postage increase reduces our estimated profit 
538 percent. 

Example 3.—How does the new minimum-wage increase from 75 cents to $1 
affect our estimated 1956 profits? 


1956 estimate of profits before taxes_____ aegis as ci isi esab pasa Da _ $4, 792 
SGD Payreuat 72> cents minimum) Was.....................- $24, 021 
150G Degen, Ot ee MiMIme Will DG... o. 22-5 26, 423 


--- 2,402 


Estimated profits left due to payroll increase__.._._.____________ 2, 390 
1 Amount of payroll increase does not reflect additional payroll taxes which will increase. 


A. The approximate 10-percent increase in payroll costs resulting from the 
imposed new minimum wage reduces our estimated profits by 50 percent. 


Amount of increase in payroll’ 
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E.cample 4.—How the propesed postal-rate increase and the new $1 minimum- 
wage increase will effect estimated 1956 profits. 


1966 estimated profit: before: taxes. nc 6c oo kn dei $4, T92 
Payroll increase resulting from new minimum wage_---------~- $2, 402 
Proposed postage-rate increase___.................-....- 2, 585 


cietiaias tical tae peak catreiags tC meee 


EE ee 1 


Total of actual and proposed increases___-- ar 


Estimated operating loss for 1956 


A. The 103-percent increase in postage and payroll costs not only wipes out 
our entire estimated profits but shows a 3-percent loss. 

Rrvample 5.._lHow can we continue to absorb the following miscellaneous costs 
which creep into our overhead expenses each year? 

1. Increases in publisher's advertising rates. 

2. Increases in advertising production of art work, typesetting, and plate 
manufacturing. 

3. Increases in envelopes and raw paper stock. 

4. Increases in printing. 


5. Nominal annual wage increases to employees. 
6. Increases in payroll taxes. 
A. We have absolutely no control over the above costs which continue to rise 


each vear. These are all essential services and supplies we require to operate 
our business—with exception of payroll taxes. 

Bb. Competition in the philatelic industry is now the keenest it has ever been. 

C. Our selling prices are pegged at an alarming all-time high! Further 
increases in selling prices are prohibitive. Present prices have already discour- 
aged a large percentage of our customers from further participation in the 
stamp-collecting hobby. 

Evample 6—Is small business healthy when profits cannot be reinvested in the 
business to allow for normal and continued growth and to assure adequate 
working capital? 

A. The profit-before-taxes figures cited in example 1 do not include any salary 
paid to the proprietor. During 1953 and 1954 it was necessary to withdraw 
unearned money from the business to cover a modest living allowance. 

Hwample 7.—Does Congress realize how difficult it is for small business to get 
started? 

A. The proprietor must be his own advertising manager, purchasing agent, 
supervisor, sales manager, and a number of other things, in addition to admin- 
istering the overall operation. 

B. The average number of hours required to perform these various functions 
each week runs between 60 and 70 of hard work, including nights, Sundays, and 
holidays, 

Are the rewards of private enterprise and self-employment giving way to the 
comfort and security of a wage earner? 

E.rample 8.—What is Congress doing to encourage new small business to start, 
and existing small business to keep going? 

A. ??? 

Prample 9.—Wonld the fathers in Congress encourage their own children to 
engage in the single proprietorship of small business with limited capital under 
today’s economic setup? 

A. 279?? 


SUMMARY 


1. The present cost of operation for small business today has peaked to 
the point of making the entire enterprise extremely marginal. 

2. The profit margin today is no longer an adequate stimulation to attract 
and encourage informed citizens to enter into small, single proprietorship 
business enterprise. 

3. The growth potential for small business today is extremely dangerous 
and will continue to be until Congress fully recognizes our perilous position 
and refrains from heaping further burdens upon us. 


CONCLUSION 


1. Because the facts submitted in this report are true and correct, IT am 


100 percent opposed to any additional increases in postal rates. 
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2. I believe I represent thousands of small-business men thorughout the 
country who are in a similar position. 


RECOM MENDATION 


I recommend that the Congressional Committee on Post Office and Civil 
Service Affairs take no action on H. R. 9228 

(a) Until the Post Office Department can prove to you that every single 
person on the department payroll is absolutely necessary and contributing to the 
maximum efficiency of the Department ; 

(b) Until the Post Office administration proves that there is no other way 
to improve the effciency of their present methods and systems; 

(c) Until they can prove to you that the figures they present to you are in 
accordance With the accepted principles of business accounting. 

Mr. Harris, Jr. 1 would like to say that you just heard from Mr. 
Coca-Cola of the stamp business here, who is the top man in the 
industry. What this postage increase represents to me is a 50 percent 
reduction in net profit. 

The CHarrMan. Are you the son of Mr. Harris here? 

Mr. Harris, Jr. Yes. 

The Carman. Are you in business together? 

Mr. Harris, Jr. No, sir. I am the sole proprietor of my own 
establishment. 

The Cuarrman. Are you in business at the same re ice ? 

Mr. Harris, Jr. No, I am opel rating in Milford, N. H. I employ 
15 people. My profits in 1953 were, I believe, aaah net profit before 
taxes, and in 1954 around $1,100, and in 1955 about $4,700. 

Now, those profit figures do not include any salary for myself. 

The CHarMan. What is your salary ? 

Mr. Harris, Jr. I have no salary. Iam drawing $50 a week from 
the business to live on. This increase in postage rates is going to, 
if my profits for 1956 were to be the same as last year, $4,800, that 
is going to mean a 53-percent reduction in the net profit for the 
business, which I think is a pretty substantial reduction. 

I just wonder how many of you gentlemen realize how tough it is 
to start a new business with limited funds and build the thing up. 
Personally, I am working 60 to 70 hours a week, including Saturdays 
and Sundays. It is a lot of fun and I enjoy it, but I do feel that 
the cost of operating a business today is tremendous, and we just can- 
not absorb any further operating costs at this time. 

Now, I would like to ask what Congress is doing to encourage new 
business to even start. 

I think a lot of you gentlemen here certainly would not encourage 
your children to go into a sole proprietorship, under limited funds as 
the economic situation stands today because it is rough going. I want 
to build my business up. I am not afraid to work but I want to see 
some future. 

The CuarrMan. You do not want the Government to subsidize you, 
do you? 

Mr. Harris, Jr. No, sir; I do not, and I do not want to go on social 
security either. I have no intentions of working for the Government 
and I have no intention of applying for a post-office job. 

The CuatrMan. It would be pretty long before you would get social 
security. How old are you? 

Mr. Harris, Jr. Thirty-one. 

The main thing I want to point out, gentlemen, is just what is little 
business. 

75403—56——40 
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Time magazine reports that it feels that Congress considers a little 
business is a firm whose gross is under $2 million a year in sales and 
who employs less than 500 people. My sales are running slightly over 
$100,000 a year and I have 15 people. I am sure that I am a pretty 
good representative of thousands of really tiny businesses. 

This sort of thing is like the straw that breaks the camel’s back, so 
t hope somebody will ask me some questions here because I will be 
glad to answer them. 

The Cuarrman. Mr. Cederberg ? 

Mr. Ceperserc. How do you get your business, through advertising 
in magazines ? 

Mr. Harris, Jr. Yes, sir. 

Mr. CrperserG. In what magazines do you advertise / 

Mr. Harris, Jr. We advertise in national media, national publica- 
tions such as the science groups, Popular Science, Popular Mechanics ; 
we advertise in adventure groups and some of the class magazines 
which we can afford to get into. 

Mr. Cepersera. If they raise your advertising rates, what will hap- 
pen to your business ¢ 

Mr. H. \rRIS, JR. Sir, the advertising rates have increased every 
single year since I have been in business. Our production costs for 
making these ads have gone up; it is ridiculous. We have had really 
substantial payroll increases through the minimum wage which, al- 
though I cannot afford to give them, I certainly feel it was justified. 

Our printing costs, our paper costs ; typesetting cost, every operating 
cost has been increased. 

Mr. Cepersera. Except postage ? 

Mr. Harrts, Jr. We have had some postage increases; yes, sir. 

Mr. Creperserc. But they have not been in comparison ? 

Mr. Harris, Jr. I do not know, sir. I do not have the figures. 

Mr. Ceperserc. What is the breakdown between classes of mail and 
I would like that, sir, for your company, too: first, second, and third ? 

Mr. Harrts, Jr. I can give it to you for mine. 

The first-class mail runs 75 percent of the total. 

Excuse me, sir, these figures that I was giving you, which some- 
body here IT am sure has my original report, will show that this 50 
percent or 53 percent reduction of our estimated profits for 1956 are 
only based on increases in first-class rates. 

If you go up on the whole thing, I do not know what is going to 
happen. I have not figured it. 

Mr. Ceprrsurc. How many letters do you send out in attempting 
to collect bills that people have not paid, for your merchandise? 

Mr. Harris, Jr. I am sorry, sir, I cannot give you those figures 
because I do not have them. 

Mr. Crprrserc. How many letters do you send out per collection, 
per account ? 

Mr. Harris, Jr. It varies according to the size of the account. You 
want an overall picture? 

Mr. Crpvrreers. If I buy a product from your company and I do 
not pay for it, and you send me one letter and I do not pay for it, 
how many more do you send me? 

Mr. Harris, Jr. If you answer an advertisement of our company 
requesting our advertised offer, we mail you a selection of stamps 
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and we will send two letters out by first-class mail asking you for 
the return of the merchandise. 

Mr. Ceperserc. Then, if I do not return it? 

Mr. Harris, Jr. We take a loss. 

Mr. CreperserG. You do not send any more letters? 

Mr. Harris, Jr. We cannot afford to. 

Mr. CeperrerG (referring to Mr. Harris, Sr.). Mr. Harris, does 
your company send any more? 

Mr. Harris, Sr. If the amount is substantial, we do, yes. If it is « 
small amount, no. 

Mr. Ceperverc. Does a large proportion of your mail bill, your 
postage bill, go in the effort to collect your bills? 

Mr. Harris, Sr. No, sir. 

Mr. Cepeperc. What proportion ¢ 

Mr. Harrets, Sr. Maybe 5 percent, at the most. 

Mr. Cepeperc. You are aware of what I am driving at, having 
been here at the previous hearing ? 

Mr. Harris, Sr. Yes. 

Mr. Cepersere. That is all. 

The Cuarmeman. Thank you, sir. Is that all now? 

Mr. Harris, Jr. Yes, sir. 

The CuatrMan. Who is the last witness? Mr. Patric? 

Mr. Patric. That is right. 

Mr. Chairman and members of the committee, my problems are 
somewhat the same as you have heard and I will not go into great 
detail except this: 

I have the same complaint, our costs on everything have been 
going up, including postage, and last year our postage amounted to 
9.7 percent of our sales. Last year our profit picture dropped on a 
volume of business of between two and three hundred thousand dol- 
lars. Our profit dropped to $14, 168 before taxes. 

If the one-third increase in postage goes through, I will roughly 
be faced with an additional payment of $8,000 which, on the basis 
of last year, would be quite a serious thing and there would not be 
much left over for the effort expended in a business employing 
approximately 40 people. 

That is, briefly, my story. It would be almost tantamount to having 
$8.000 taken out of the $14,000 net. 

(The statement referred to follows:) 

JAMESTOWN STAMP Co., 
Jamestown, N. Y., April 5, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House Office Building, Washington, D. C. 


HONORABLE Str: I am the owner of a retail mail-order business dealing in 
postage stamps for collectors. We also sell stamp albums and accessories, in 
fact, everything necessary for stamp collecting. 

This business was started in the late thirties. I spent several years building 
this business up to the point where it would show a profit and be worth the 
effort. As fast as we built we were hit with constantly pyramiding increases 
in the cost of operation. Our postage expense has increased in the last few 
years to between 9 and 10 percent of our sales. 

For awhile our salvation was in the raising of retail prices and then we 
started running into severe resistance by our customers because they could buy 
similar merchandise for less money from the small dealers, of which there are 
thousands, with no overhead structure such as ours for they usually are 1- or 2- 
man operation, operating from their homes, 
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In addition to the rising costs of mercandise and supplies we have had constant 
increases in payroll, postage, and various taxes. We have reached the point 
where increasing our volume is at the point of diminishing returns. Our postage 
costs for last year amounted to 9.7 percent of our sales and if the postage rates 
are increased 30 to 334, percent, as proposed, this will cost us nearly $8,000 a 
year more which, frankly, would spell disaster to me. 

We employ from 45 to 60 people, depending upon the season of the year. We 
have just been hit with an increase in wage rates which are very substantial 
and the only way we could stand it was to stop handling thousands of our 
smaller accounts which became nonprotitable with the new wage scale plus all 
the other increases in operational expense. By this plan we were able to lay 
off several employees which helped offset some of the increased overhead. 

The terrible aspect of our business is an extremely low unit sale operation 
with high dollars and cents mail losses. Another sad but true aspect of our 
business is that there is no turnover such as the normal business enjoys. In 
short, the constant increase of all types of operational expenses have reached 
the point where I must do something drastic. The return for effort expended 
is now so small that I will be forced either to liquidate or reduce my number 
of employees to 5 or 10 people and handle only the cream of the accounts, such 
as they are. This action will become mandatory should we be faced with a 
further increase in postage rates, for our volume is so small that I cannot con- 
tinue te operate on the percentage of profit the business would show. 

Another important point is that, because of the low turnover and small unit 
sale, it is impossible to operate without borrowed capital and, frankly, I am 
frightened stiff at this for with the constant increase in operational expenses 
it would be impossible to reduce this indebtedness. 

In short, | am in a mess and, I respectfully request that you do not add addi- 
tional burdens to a struggling business which cannot absorb them. 

Thank you very much for your time and consideration. 

Yours sincerely, 
M. W. Patric. 


Mrs. St. Georce. Is not this business highly competitive? Is 
not becoming more so all the time ? 

Mr. Parric. Very much so. It hurts particularly the ones that 
sit at this.table because our volume is larger amd with all these costs, 
we have to rely on increased retail prices, but we reached the point 
there with thousands of our customers throughout the country realiz- 
ing that they could go downtown to their little corner news ‘shop or 
stamp shop and buy practic: illy the same merchandise for less money. 

There are thousands of these small stamp dealers who operate out 
of their ~~ hen and they have no overhead. 

Mrs. Sv. Grorcr. I have noticed from the advertisements in the 
papers th: at there seems to be a great deal more of this business than 
there was 10 years ago. 

Mr. Parric. Mr. Harris probably has the information on how many 
dealers but there are over 5,000 that I know of. I would say 99 percent 
of those employ 1 or 2 people, is that correct / 

Mr. Harris, Sr. Yes, it is the small businesses and maybe it is the 
same in all other lines that are being hurt. Coca Cola Co. is not 
being hurt. Their postage is probably one-half of 1 percent of their 
sales. The big companies can stand it but the small companies cannot. 

The CHarrmMan. Are there any other questions ? 

Mr. Alexander / 

Mr. Avexanper. Is not your business so entirely competitive that 
whatever rate were in effect, it would affect all other people that are 
in competition with you exactly in the same proportion ¢ 

Mr. Parric. Did you ask me the question? 

Mr. ALexanper. Either one. 

Mr. Harris, Sr. There are two types of stamp dealers in our line. 
One type of dealer is a dealer in rare stamps. They are not affected 
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by the postal increases because they will sell a stamp for $1,000 or 
4500 or $100, and if the postage in shipping to the customer goes up 
3 or 4 cents, it does not make a difference. 

We are dealing with children and beginners in the stamp collecting 
hobby whose purchases are for 25, 50, or 75 cents each time. The 
postage rate in dealing with those small unit sales is a very serious 
thing Indeed. 

Mr. ALEXANDER. Your business is not dealing with rare stamps? 

Mr. Harris, Sr. We do have some rare stamp business but the 
majority is with beginners and we have a considerable business with 
children, too. 

The Cuarrman. All right, thank you, gentlemen. 

Mr. Harris, Sr. Thank you. 

The Carman. The last witness this morning is Mr. George V. 
Rumage, managing director, Direct Mail Advertising Association, 
Inc., New York City. 


STATEMENT OF GEORGE V. RUMAGE, MANAGING DIRECTOR, DIRECT 
MAIL ADVERTISING ASSOCIATION, INC., NEW YORK CITY 


Mr. Rumace. Mr. Chairman and members of the committee, my 
name is George Rumage, managing director of the Direct Mail Ad- 
vertising Associ: ition, an organization of 2,830 paid members who are 
users of the United States mails. 

This association was established in 1915 to promote the mutual 
terest of users, producers, and suppliers of direct-mail advertising, 
to provide an authentic source of facts, information, guidance, and 
service to its members and to promote and upgrade direct-mail adver- 
tising asa business-sales tool. 

Most of our members are small, unheard-of merchants, the backbone 
and bloodstream of American business, including hundreds of funds 
raisers and little companies that depend upon local mailings for their 
livelihood. It takes thousands of these small companies to keep the 
bigger companies alive. 

For the most part, the work of this association consists of gathering 
and disseminating practical, useful information by means of news- 
letters, research reports, case studies, and other printed material which 
is distributed to our members all over the United States, Canada, and 
abroad. 

Also, by means of conventions, direct mail days, and workshops, we 
sponsor and conduct meetings and seminars in many parts of the coun- 
try for vertical groups having mutual interests. ‘To these meetings, 
members and nonmembers alike are invited, with the aim ever in mind 
to raise the standards, practices, and ethics of all users of the mails. 

For instance, a workshop for fund raisers held on March 12 in the 
Hotel Statler, New York, was attended by 225 fund raisers. 

Workshops for other groups are underway, a magazine circulation 
workship, a mail order and gift workshop, one for travel agents, an- 
other for book publishers, one for industrial direct-mail advertisers, ot 
cetera, all held for the express purpose of exchanging ideas and finding 
ways and means of cleaning lists, cutting down duplic ations, improv- 
ing practices, and generally upgrading all direct-mail material and 
methods of operation. 
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At these meetings the local postmasters, and frequently the heads of 
the Post Office Department here in Washington, D. C., are invited. 
They often attend and take an active part in our workshops, conven- 
tions, and direct mail days. 

For instance, Mr. L. Rohe Walter, Special Assistant to the Postmas- 
ter General, served as president of our organization, the Direct Mail 
Advertising Association, from 1938 to 1941, and we are always proud 
and happy to have him and other post office officials come to our 
meetings. 

During these meetings and conferences throughout the United 
States, postal officials serve as moderators at our round tables con- 
ducted to answer questions on postal and mailing problems. 

One of our main functions is to assist our members with posta] 
problems; to show them how to work with their local post office in 
order to avoid mistakes and pitfalls. We urge early mailings and in 
every possible way encourage and facilitate successful and profitable 
use of the United States mail. 

This organization, like other associations, works largely through the 
voluntary group efforts of committees appointed each year by our 
board, consisting of 20 directors. 

We have about 30 such active committees, listed on page 34 of this 
booklet entitled “The Story of Direct Advertising,” which I ask to be 
included in the record. 

Other committees are education, legislative, library, National Asso- 
ciation of Postmasters of the United States. 

The CuatmrmMan. What page is that that you desire to have placed in 
the record ? 

Mr. Rumace. Page 30, the list of committees. 

The Carman. On page 30% 

Mr. Rumace. Yes. the list of our committees. 

The Cuarrman. Page 30 here shows “annual best direct-mail-adver- 
tising contest.” 

Mr. Rumace. You are right. 

The CHarrman. Where is the list of the members? 

Mr. Rumace. It is on page 34, I am sorry. 

The Cuarrman. That list may be incorporated in the record. 

(The information referred to follows :) 


DMAA COMMITTEES AND CHAIRMEN 


(Names of individuals subject to change. Address all communications to DMAA 
headquarters. ) 


AAAA-AFA-ANA-NIAA-DMAA Liaison: Joseph J. McGee, Jr., Old American 
Insurance Co., 1 West Ninth Street, Kansas City 5, Mo. 

Advisory Committee to Advertising Council: Edward N. Mayer, Jr., James 
Gray, Inc., 216 East 45th Street, New York 17, N. Y. 

Advisory Committee to Department of Agriculture: S. Arthur Dembner, News- 
week, Broadway at 42d Street, New, York 18, N. Y. . 

Audit Bureau of Mailing Lists: Lucien W. Burnett, Curtis Circulation Co., In- 
dependence Square, Philadelphia 5, Pa. 

Best Direct Mail Advertising Contest: Lester Suhler, Look magazine, 110 10th 
Street, Des Moines 4, Iowa 

Case Study: William Clauer, Fulfillment Corp. of America, 381 West Center 
Street, Marion, Ohio 


Circles of Information: Herbert W. Buhrow, McGraw Hill Book Co., 330 West 
42d Street, New York 36, N. Y. 
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Convention Steering: T. V. Bihler, Journal of Commerce, 80 Varick Street, New 
York 18, N. Y. 

Constitution Revision Drafting: David Goldwasser, Atlanta Envelope Co., 1700 
Northside Drive NW., Atlanta 1, Ga. 

Direct Mail Task Force: Ralph Polk, Jr., R. L. Polk & Co., 431 Howard Street, 
Detroit 31, Mich. 

Edueation: Walter Grueninger, Dun & Bradstreet, 99 Church Street, New York 
Bades eb 

Executive: Arthur W. Theiss, Patriot Life Insurance Co., 1 Park Avenue, New 
York 16, N. Y. 

Legislative (Canada) : Douglas B. Mahoney, Frank W. Horner, Ltd., Post Office 
Box 959, Montreal, Quebec, Canada 

Legislative (United States): William R. Merriam, Federation for Railway 
Progress, 1430 K Street NW., Washington 5, D. C. 

Library: Charles R. Pope, Remington Rand, Inc., 315 Fourth Avenues, New York 
10, N. Y. 


MEMBERSHIP SERVICE COORDINATING COMMITTEE 


National Association of Postmasters of United States: Harry Porter, Harris- 
Seybold Co., 4510 East 71st Street, Cleveland 5, Ohio 

Newsletter: Orville E. Reed, First National Bank Building, Howell, Mich. 

Postal Volume: Horace Nahm, Hooven Letters, Inc., 352 Fourth Avenue, New 
York 10, N. Y. 

Public Policy Research: Robert Stone, National Research Bureau, 415 North 
Dearborn Street, Chicago 10, Il. 

Public Relations: Lawrence Brettner, American Aviation Publication, 1025 
Vermont Avenue NW., Washington 5, D. ¢ 

Research: Kurt Vahle, Cupples-Hesse Corp., 4175 North Kingshighway Boule- 
vard, St. Louis 15, Mo. 

Speakers: Ralph T. Curtis, Keller-Crescent Co., 20-28 Riverside Drive, Evans- 
ville, Ind. 

Workshop: Lloyd F. Wood, Lloyd F. Wood Associates, 1640 Wisconsin Avenue 
NW., Washington 7, D. C. 


STANDING COMMITTEES 


Finance: Theodore V. Bihler, Journal of Commerce, 80 Varick Street, New York 
13, N. ¥. (chairman) ; Douglas B. Mahoney, Frank W. Horner, Ltd., Post Office 
Box 595, Montreal, Quebec, Canada; William R. Merriam, Federation for Rail- 
way Progress, 1430 K Street NW., Washington 5, D. C 

Membership: Maxwell Sackheim, Maxwell Sackheim Inc., 545 Madison Avenue, 
New York 22, N. Y. (chairman) ; Carleton Richardson, U nited Business Service, 
210 Newbury Street, Boston 16, Mass. (sustaining fund); Robert F. DeLay, 
Burnett & Logan, 450 East Ohio Street, Chicago 11, Ill. 

Nominating: Lester Suhler, Look magazine, 110 10th Street, Des Moines 4, lowa 
(chairman) ; Lawrence G. Chait, R. L. Polk & Co. 244 Madison Avenue, New 
York 16, N. ¥Y.; Arthur W. Theiss, Patriot Life Insurance Co., 1 Park Avenue, 
New York 16, N. Y. 

Standard of practices: J. S. Roberts, Retail Credit Co., Box 1723, Atlanta 1, Ga. 
(chairman) ; Rev. Bede Friedrich, Mother of the Savior Seminary, 100 South 
Black Horse Pike, Blackwood, N. J.; Perce Harvey, Jr., Harvey Advertising 
Agency, National Reserve Building, Tokepa Avenue at 10th Street, Topeka, 
Kans. 


Mr. Rumace. Newsletter, postal, public relations, public policy, 
research, speakers, ethics and standards of practice. 

On the back cover of this booklet, you'll see this provision: 

Acceptance of these standards of practice is required of all individuals or 
firms who wish to obtain or continue membership in the Direct Mail Advertising 
Association, Inc. 

Our circles of information committee embraces a group of mem- 
bers who volunteer to help individuals and companies, new to direct 
mail, with their complex mailing problems in order that they may 
get better results and thus continue in business. 

To carry on the work of this association, and to extend the activities 
of these thirty volunteer committees composed of members, this asso- 
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ciation employs a headquarters group of 10 paid employees, at 3 East 
57th Street. New York 22. 

From this headquarters office, our printed material, newsletters, 
research reports, bulletins, et cetera, radiate in all directions to our 
2.700 members in the United States and to 100 members in Canada 
and to about 30 members abroad. 

May I call your attention to our membership roster which is now 
being distributed for your examination. That is a small handbook. 

On the front cover, you'll see our board of directors, and inside 
you will find 2,500 members, as of February 1, 1956, listed by States; 
now over 2.3800. 

Please note carefully that relatively few of the names of these com- 
panies are familiar to you. For the most part they are small, 2, 3 or 
t-man organizations, just getting started in the direct-mail business. 

They need help and assistance. They seek our advice. They borrow 
hooks, campaigns and samples. They ask to see examples of success- 
ful direct-mail techniques and material. They often submit their 
mailings to our members for criticism. They call on us in person. 
They phone us from all parts of the country. They depend upon us 
heavily for guidance and counsel. 

Many of these small concerns will grow into large, successful ecom- 
panies if they are given the opportunity to get underway profitably. 

I would like to present information rec eived from many of our 
small members afiield, who could not even afford the time or money 
for the trip to Washington to testify on this postal rate increase 
legislation. 

We ask you to consider carefully the plight of the following mem- 
bers of our association who have asked us to speak for them. 

Mr. Corserr. Mr. Chairman, 1 would like to raise a question 
whether the witness cares to proceed with this small attendance, or 
whether it would be better to go over to tomorrow morning. 

The Cuairman. There is a rather heavy schedule for tomorrow. 

Mr. CORBETT, , asked what your pleasure was. 


The CHamma Do you wish to finish ? 
Mr. RuMaGer. 1 would prefer to finish. 
The Cuamman. Allright, sir. 


Mr. Rumace. California, S Sacramento, De Von's Jewelers, maintains 
> retail jewelry oe in Sacramento, Stockton, Marysville, and Oro- 
ville. Their advertising is done mostly by direct mail, using third-class 
bulk rate. George C. Akins voices opposition by wire: 


IEXxpressly opposed to postal rate increase and especially to any legislation 
Which would deprive the Congress of their traditional ratemaking authority in 
postal matters. 


Kentucky, Louisville, United Mercantile Agencies, Inc., Mr. 
Mahoney, executive vice president, tells us: 


We spend approximately $18,000 annually on postage. The contemplated in- 
crease would cost another $6,000. Since our business is highly competitive and 
operates on a very close margin, this increased cost could only be absorbed by 
reducing our services or our meager profits. You can appreciate what a difficult 
decision this is. 

Many companies such as ours must depend upon direct mail advertising since 
our business is such that we cannot employ the other media. Postage rate in- 
creases would discourage such advertising. Therefore, we would find ourselves 
in the alarming state of advertising less when our sales program should be 
increased. 
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And, of course, the proposal to place jurisdiction over postage rates in the 
hands of a commission instead of Congress is extremely dangerous. The public 
certainty deserves the most sympathetic body to guard such an important part 
of our life. 


Missouri, Excelsior Springs, the Ball Clinic, Louis G. Manheim, 
udvertising manager: 


Being in the advertising field, you can well appreciate that a continuous offer 
of our kind has a saturation point in media advertising. For this reason, we 
started investigating new means of advertising to support our publications 
Radio did not produce. TV was too expensive for our blood. A few tests in 
direct mail were made. The results equaled, and in some cases were better, 
than publication advertising. 

Oar advertising agency, with whom we've been associated the past 10 years, 
understanding our requirements, readily agreed to our direct mail approach 
In fact, they have been of great value in helping us to get started, even to the 
point of setting up a direct mail department within their agency for us. 


And from Mr. Ball of the same company : 


To start with, although we are not termed as being particularly large users of 
third-class mail, still we do mail about 3 million pieces a year, and a 30-percent 
increase in rates would definitely work a hardship on us. Naturally, that would 
reflect in a curtailment of our business. And it wouldn't stop there. Any curtail 
ment of business would result, to a proportionate degree, in a decrease of em 
ployment, in lower volume of purchases from suppliers, less business for rail 
road, air and bus transportation (our patients spend around $250,000 annually 
for transportation), less taxes, and in our opinion, less revenue to the Govern 
ment. 

We base our last statement on the fact that the mailing of 3 million pieces of 
third-class mail in our institution actually generates the use of something like 
DO} thousand pieces of first-class mail per year. 

it would appear to us, at a time when the administration should be advocating 
stabilization, that now is a very inopportune time to propose an increase in 
third-class mail. 


Missouri, Kansas City, Great Western Pain Corp., Mr. F. N. Red 
heifer says: 


Increases as proposed would put this 44-year-old concern out of business, if 
enacted into law. In the case of third-class mail, I feel quite sure that if the 
facts were properly presented, they would prove it to be more nearly self-sup 
porting than any other type mail served by the Post Office Department. To 
refer to mail of this class as “junk” is most assuredly a misnomer and I think 
a stigma attached to it by a competitive type media in the advertising field. 

Every type of business in the economy is served more or less by direct mail, 
starting with the largest organization in the country down to the small corner 
store, including such noncommercial enterprises as local community chests, 
churches, schools, March of Dimes’ drives, art fund appeals, to say nothing of 
many businesses whose past and present successes have been brought about and 
maintained by the use of direct mail. 


New York. Mount Vernon. Nelson’s Promotion Service, Mr. Nelson 
Feuer says: 


l represent a number of small retail stores who use third-class mail as a 
means to tell the public about their services and products. On the average they 
send out about one to two thousand pieces a month. The cost of mailing 1.000 
pieces is $15. To increase it to $20 a thousand would mean an increase of 33%, 
percent. My accounts find that this form of advertising is suitable for their 
purposes. They should not be deprived of it. 

In addition, I ask you to oppose this bill because any increase would hurt my 
business severely. This is not just talk. When the Post Office abolished the 
simplified addressing system, I was hurt quite a bit because my direct-mail busi 
ess fell off greatly. 

I urge you with all the persuasion that I can muster that any increase of rates 
to the small advertiser who uses third-class mail as his only advertising media 
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is a great disservice not only to him but to the public who would not then be 
informed of his offers. 


I, therefore, trust, hope and pray that you will vote against H. R. 9228. 


North Carolina, Wilmington, Commercial Mailing Service, Peyton 
EF. Pitts: 


* * * My livelihood depends on a fair and equitable treatment of third-class 
postal rates. I know that under the present rate structure on most of the mail- 
ings which I handle for local merchants, postage very often equals all other costs 
combined, including printing and addressing. Any unwarranted increase in third- 
class rates would force enough of my customers back to newspapers, to put me 
out of business. 


Ohio, Greenfield, Wilknit Hosiery Co., Inc. : 


I go out of business if you raise third-class-letter postage rates from the present 
1% cents per piece to 2 cents per piece. 

My business is selling hosiery through the mail. I promote sales by third- 
classletter mail. I employ approximately 175 people. Our sales result in eln- 
ployment for approximately 400 factory people among our sources of supply. We 
have been in business since 1924. 

We go out of business if H. R. 9228 becomes law. The proposed increase in 
third-class rates would cost us $80,039.96, based on our last fiscal year’s opera- 
* tions. Our net profit for our last fiscal year, before taxes, was $71,997.74. But 
with $26,000 deducted as a result of the new $1-per-hour minimum wage leaves a 
projected net profit under present conditions of $45,997.74. An increase of 
$80,039.96 postal expenditure would leave us a loss of $34,042.22. 


He submitted with this his profit-and-loss statement, which we have 
in New York. 

New York, New York, Wedgewood Press, Inc., Marvin Radlauer 
says: 


We mail our medical-expense record book to a list of approximately 55,000 drug- 
stores. Our cost of mailing, including the present 114-cent rate of postage, is 
approximately $70 per thousand. Our rate of returns is about seven-tenths of 
1 percent, resulting in a cost per order of just about $10. 

If our cost of postage goes up 14 cent, the increase per order will be about 
72 cents. In order to retain a workable profit margin, we would have to pass on 
this cost to each individual drugstore. This resultant increase in price will 
surely decrease our percentage of returns and would, therefore, again increase 
our cost per order. So you can see how important this 1% cent can be to 
us and approximately 1,000 drugstores throughout the Nation who value this item. 

It is a temptation, I suppose, for a person not fully aware of this type of busi- 
ness to call this junk mail. But this mail provides employment for 10 people at 
Wedgewood Press, plus the additional labor necessary to produce thousands of 
dollars worth of supplies and materials used which we do not manufacture 
ourselves. 

I am sure that the many drugstores who are repeatedly using our booklets as 
a medium to advertise, would consider our mail a necessary and useful part 
of their business. 

Please keep the snowball of rising costs from growing to such proportions that 
will envelop and obliterate small business such as mine. 


Isn't it evident from these few typical examples that even a small 
increase in postal rates would place in jeopardy thousands of little 
businesses? America is still the land of small business and usually 
direct mail is the only medium of advertising that millions of these 
li ae concerns can afford. 

Each 1 percent drop in national income means hundreds of thou- 
sands of unemployed and a huge loss of tax revenues. The volume of 
direct-mail advertising is controlled largely by postal rates. 

Therefore, we are strongly opposed to any increases. 
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Furthermore, we are against the establishment of a committee for 
the setting of postal rates because the ratemaking structure for the 
Post Office Department rightfully belongs in the hands of Congress, 
as elected representatives of all the people, and any change to a three- 
man commission would be a surrender of the traditional and historical 
duty of Congress to set postage rates and would be a step away from 
the prine iples of our Republic. 

We maintain that the Post Office Department is not a business, but 
an inseparable part of all business and of our scoial and spiritual life. 
Through the years, since 1860, the Post Office Department has oper- 
ated for the most part at a deficit, except in a few war years, while no 
other major Federal agency comes even close to breaking even. 

It. seems obvious to this association that the Post Office Department 
could not operate as a business instead of a service without closing 
thousands of small post offices where revenue is not even sufficient to 
pay the postmasters’ salaries. 

Here I would like to place in the record the third booklet, which 
summarizes our position rather clearly, and in order to save your 
time I would like to submit this as part of my testimony rather than 
reading it. 

The Cuatrman. Let the booklet be incorporated in the record as 
part of your testimony. 

(The information referred to follows :) 
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PREFACE 


This booklet, published by the Direct Mail Advertising Association, shows how small mailings 
generate great volumes of business leading to increased production of goods, higher employ- 
ment and greater national prosperity. . . 


and conversely, how thousands of small companies would be placed in jeopardy or forced 
out of business by an increase in postal rates. 


The Direct Mail Advertising Association was formed to advance the mutual interests of all 
users and producers of direct mail advertising. Now in its 39th year—2,726 members. 


43,763,061,769 


of these, some first dass and some 
third class mail, are sent out each year. 


The recipient sees only the letter. 


We'd like you to see what lies behind it 


. . . who used it and where it leads. 
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It's easier to show you how people earn their livelihood out of the nearly 
$2 billion, direct mail industry, than to estimate how many of en lesion 


on it. 
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Paper first . . . then envelopes . . . but we still aren't ready to start. The 36,000 firms 
which do the actual preparation of the mailing piece must have presses . . . and 
pretsmen. They must have addressing machines .. . and people te operate- them. 


They must have ink . . . and artists to say how it shall be used most effectively. 


Some of these firms employ thousands of people. Some cre just one-man cperations 

. . @¢ family businesses where the wife does the typing, her husband runs the 
muitilith machine, and the kids sometimes come in after school to stuff envelopes 
or do the foiding. 





By the time o particular envelope is in the mail, over twenty different specialists . . . 
blue.coller and white collar . . . may have contributed their skills to producing it. 


Wi worst wT woarrm tak ta tee ee an = 
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New industries, new professions, and new machines have developed in the 


preparation of direct mail . . . and have helped make it the second largest 


advertising medium in the country: 


ti , 


a 





] 
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wi 


Of over $8 billion spent annually on advertising, nearly $2 billion is spent on direct 
mail. That represents a lot of jobs. 


On an average, net profit in the direct mail industry ranges between 2 and 8%. 
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What happens to the advertising letter? 





Mr. and Mrs. John Q. Public don’t read them all, any more than they read every 


advertisement in a newspaper or magazine. 


BUT 


Those that do get read bring orders for from $15 to $30 billion worth of goods 
and services every year. 

Without skilled merchandising our willingness to consume would be no match for 
our ability to produce. Advertising has become the means of keeping our economy in 


balance. Underconsumption is the forerunner of depression. 


75403—56 41 
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Who uses direct mail? 


A large part of it goes from one business firm to another. For example, the Hamilton 

Watch Company sent letters to olf its retailers carrying its merchandise throughout T 
te suentry coggeiting then |b ol isle beh teal panel a te 

Hamilton sponsored a national advertising campaign. As a result, Hamilton dealers | 
all over the country bought a total of 3% million lines of newspaper advertising 
themselves at a cost of $622,372, to supplement the 100,000 lines the Hamilton 
Compony had used. 2 


Some is prepared by a manufacturer, like General Motors, to be sent to 
potential customers by the local dealer . . . Some bring news of new products 


fo distributors or stores. 
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Selling products by mail covers an enormous range. Among the thousands of mail 
order businesses are some limited to a single home-made product while others require 


catalogs filling page after page of varied offerings. 


Typical of the home-sized business is that of Mrs. N. B. Wilson of Atlanta, Georgia. 








Commenial and Charter Member African Vialet Soctety of Amerna, lucorporated 
ei e 
Mrs. N. B. Wilson 
African Violets ee eres Ivies 


ATLANTA 6, GEORGIA 





Phooe Elgin 04 


Mrs. Wilson’s husband, a veteran of World War |, was an automobile spray painter. 
About ten years ago the doctor warned him to stop working and take rest and 
treatment for a lung ailment. In Mrs. Wilson's own words, ‘For some time | had 
been much interested in flowers and plants of all kinds as a hobby and had done 
quite a bit of shipping, exchanging varieties with other flower hobbyists. So from 
this experience the mail order idea was born and we started in a small way.” 
Although it has been a struggle, the Wilson's have managed so far to keep their 
heads above water. Unfortunately neither of them is well enough to hold a job and 


their mail order business is very much a marginal operation. 


Rebecca's Rug Shop, in Walnut Ridge, Arkansas, is another mail order business born 
out of adversity . . . in this case an art student had to return to the farm to care for 


an ailing parent. Here, too, the business is not profitable enough for comfort, but 


better than nothing. 
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The President af the Buveughs Adding i chine 
Company, testifying on behalf of the Post Office 
- . Department's program, revealed that the major 
portion of the machines his firm manufactures 
are sold as a result of leads developed through 













direct mail advertising. His tofel postal expendi- 


ture each year is $7,300,000 or more. 


SAVE TIME 
STOP PROFIT LEAKS 
REDUCE COSTS 
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Agriculture contributes its share of products and by-products to the direct mail 
industry. Cheeses, apples, smoked turkeys and hams, jams ond jellies, honey and 
maple syrup ore just a few of the farm products that enjoy vastly enlarged markets 
thanks to mail advertising. A list of individuals ond firms who use the mails to serve 


hatcheries and market baby chicks contains over 4,000 names. Mail links the customer 


fo the farm just as for years it has linked the store fo the rural customer. 
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Advertising by mail has helped bring 20 million U. 5. families into the ranks of book 
club members. 


Among the biggest customers of the direct mall indudry are magazines and news : 
papers who use it again and again to build circulation. : 





The Progressive Farmer, a publication circulating throughout the south, bringing vital 
information on crops, markets and techniques to southern farmers, sends out 
1,000,000 pieces of third-class mail a yeor for subscription purposes. its Associate 
Editer Williom Poe, seys that the publication operates on.a narrow profit margin and 
any increase in postage costs would have a serious effect. 
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In a typical American town, Lancaster, Pa., there were 178 permits registered 
for mailing third class letters in bulk at special rates. This is how the list 
broke down: 





Here is one permit holder. 


The store was new in Lonceaster 


and used advertising by mail te 


bring customers to the store. 


POSTAT, RATE 


54 retailers 
38 religious and fraternal organi- 
zations 
31 associations and civic groups 
24 service organizations and 
companies 
11 publications and printing firms 
9 wholesalers 
7 manufacturers 


*4 educational institutions 





REVISION RAD 
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Here is another Lancaster permit holder. 


Mery Zimmerman’ works in a bank 
during the day. After work and on 
weekends she puts together two mimeo- 
graphed leoflets, the TRIANGLE and the 
LOG for and about missionaries. She 
sends out 31,000 pieces of mail a yeor, 


doing the mimeographing, addressing 





and mailing herself. 


Advertising by mail helps find 
customers for the many ss 
made by the workers in this 
Lancaster factory. The Armstrong 
Cork Company is both the larg- 
est manufacturer and the largest 
mail user in Lancaster. 





POSTAL 


RATE 


FRANKLIN AND M ARSHA 
COLLEGI 
— Fo 
ad oldest ¢ oHeqde 
, _ Franklin College, 
named for 1tS patron 
benefactor Benjamin rrai 


was united with Mars 
College in 1853. Campu: 
i by James Bus 
it, Board of Tri 


“The Farmer's Supply Company in Lan- 
caster had to cut its mailings in half 
in 1952 when the postage was in- 
creased. It still sends 75,000 letters 
& yeor fo its rural customers to keep 
them abreast of the offerings in seeds, 
clothing, home and farm maintenance 
supplies, Christmas toys, tools, hard- 


wore, electrical supplies, etc. 


The Largest mail user in Raleigh, 
North Carolina, is the State Govern- 
ment .. . ever $376,000 annually. 
The biggest spender among the Gov- 
ernment Departments is the State De- 
partment of Motor Vehicies . .. $96,000 
a year for postage. The Department 
of Revenue comes next with $40,000 
annually. 
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This educotional institution sends 
out enough mail to warrant hav- 
ing a bulk mail permit — so does 
the Lancaster Rotory-Club, the 
Gas Company, the American 


Legion Post, and the Local YMCA. 
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CONCLUSION 
From: DIRECT MAIL ADVERTISING ASSOCIATION, INC. 
Subject: H.R. 9228. A Bill to Adjust Postal Rates; Establish a Commission on Postal Affairs; and 
Other Purposes 
WHEREAS... 


. . « America is still the land of small business, 


. . . Often, direct mail is the only medium of advertising that nearly 4,000,000 small 
firms can afford, 


. . Each 1% drop in national income—could mean a half million unemployed and o 
billion dollars loss of tax revenues Whereas a 1% gain can increase employment 
and federal tax revenues proportionately, 


. The volume of advertising is controlled to a large measure by postal rates, 
. . . The prosperity of the nation requires an expanding economy, 


. High levels of prosperity are dependent upon increasing the sale and distribution 
of goods, 


AND BECAUSE... 


. . » The rate-making structure for the Post Office Department rightfully belongs in the 
hands of Congress, as elected representatives of all the people, 

- . . Any change to a three-man commission would remove the power from the legisia- 
tive to the executive branch of government, and would be o surrender of the 
traditional and historical duty of Congress to set postage rates, 

. » . The establishment of a three-man postal commission empowered to set postal rates 
would be a step away from the principles of our republic, as it could place dicta- 
torial powers of life and death over American business, 


AND WHEREAS... 


. . The Post Office Department is not a business, but on inseparable part of al! business 
and of our social and spiritual life, 


- . Through the years (since 1860) the Post Office has for the most part shown o surplus 
only in war years. 

- » » No other major federal agency comes even close to making income equal outgo, 

. . « The Post Office Department could not operate as o business, instead of a service, 


without closing thousands of small Post Offices where revenue is not even sufficient 
to pay Postmasters’ salaries. 


BE IT HEREBY RESOLVED THAT: 


- - . The Direct Mail Advertising Association strongly urges the Congress of the United 
States: 


1. Not to vote any increase in postal rates of any kind, 


2. Nor establish a postal commission clothed with authority to fix rates provided 
in Title Il of H.R. 9228, 


3. To recognize once and for all that the Post Office Department is a service and 
not a business. 





PANNE ES. ~ wt 
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What Direct Mail 
contributes to 


our economy... 
J Close to $2 billion is being 


spent on its preparation this year . . . the 

amount has been increasing every year. This 

means at least half a million persons earn 

a whole or a part of their income from the 

preparation of direct mail. Added to this are 
$15 to $30 billion 

in goods and services sold as a 

result of advertising by mail and you have 

an industry which contributes substantially to 

the national income and to the Federal 

Treasury. 

Even harder to estimate, but just as important, 

are the peripheral benefits . . . the spending 

for food, shelter, clothing and all the 

other items entering into the cost of living, 

by these breadwinners who earn 

their living through the existence of 


mail advertising. 


‘DIRECT MAIL ADVERTISING ASSOCIATION, Inc. 
3 East 57th Street, New York 22, N.Y. 
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Mr. Rumace. In short, the Direct Mail Advertising Association 
strongly urges against bill H. R. 9228 and against increases in postal 
rates of any kind. 

We are against the establishment of a postal commission clothed 
with authority to fix rates. 

We believe that the post office should be recognized once and for all 
as a service to the Nation and not as a business and that the details 
of such a policy be determined and clearly stated by the Congress. 

Mr. Chairman, in closing, I want to thank you and the members of 
the committee for your courteous attention and for this opportunity to 
express our views and position on this legislation, H. R. 9228. 

Thank you very much. 

The Cuamrman. Any questions of the witness ? 

Mr. Rees. Just one or two questions. 

You represent these people yourself. You have an office and you 
are an agency or whatever it is representing this group of people that 
you mention here; is that right? 

Mr. Rumace. I am the paid employee, as explained there. We 
have a headquarters office and a staff of 10 people. We are the only 
paid employees of the association. 

Like any other trade association, we operate by committees, volun- 
teer committees, composed of members. 

Mr. Rees. Have you any objection to the present fourth-class rates ? 
Your clients use fourth-class mail; do they not ? 

Mr. Rumace. Yes, sir. 

Mr. Rees. Did you appear and object to any increases in fourth- 
class rates? 

Mr. Rumace. No, I did not, because I represent members that use 
all classes of mail, first, second, third and fourth. One class of mail 
generates another. So I am testifying here as opposed to all increases. 

Mr. Rees. I know, but I am asking you whether you appeared for 
any group or any commission objecting to fourth-class mail rates? 

Mr. Rumace. No, because I believe they have their own repre- 
sentatives. 

Mr. Rees. So you have no complaint about the fourth-class mail 
rate? 

Mr. Rumacr. I would not say that I have no complaints about it. 

Mr. Rees. What is your answer ? 

Mr. Rumacr. My answer is I have no opinion on that. I do not 
care to express any opinion on that. 

Mr. Rees. I was just going to direct your attention to the fact that 
fourth-class mail is expected to pay its way and I assumed you had 
no particular objection to that. You do not know now whether you 
objected or not? 

Mr. Rumacr. Yes, I know. 

Mr. Rers. What is your opinion ? 

Mr. Rumace. I am opposed to all increases right across the board, 
first-, second-, third-, and fourth-class mail. 

Mrs. Sr. Grorce. Would you yield, Mr. Rees? 

Mr. Rees. I yield. 

Mrs. Sr. Grorer. You stress very much that you feel the Post Office 
Department should be a service and is a great service, which we all 
acknowledge, rendered to business in the United States. 
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Is it your opinion, then, to carry this to a logical conclusion, that 
this service should be free? Why should you pay anything! It 
would be a great service to your business and all your clients if you 
could have franked mail. 

Would you be in favor of that? 

Mr. Rumage. No, I would definitely, not be in favor of that. 

Mrs. St. Grorer. I notice also that one of these gentlemen, Mr. 
Pitts, of Wilmington, N. C., states: 

My livelihood depends on a fair and equitable treatment of third-class postal 
rates. 

Well, I think that is just what we are here to determine, what is fair 
and equitable. We know that even under this bill it is just a drop in 
the bucket and that second class is not going to come anywhere near 
paying its way. It involves something like $ $200 million loss. Third- 
class loses considerably and we are not by any means going to raise 
that amount in this bill. 

So it is a question of how far we can go. Certainly if I came to 
any of these gentlemen and said that I w vanted to buy their product 

very much indeed but since it was much too expensive for me at $10 
and I would give them $5, I do not think I would get very far; would I? 

Mr. Rumage. No. 

Mrs. Sr. Grorcr. That is the question: 

What can you do to get this thing to some sort of balance? 

Mr. Rumace. It is a -complic ated question, I certainly must admit 
that, and I do not know the answer any more than Mr. Farley, one of 
the greatest experts, would know it. 

I do not know the answer, it is true. 

The CHatrMan. Any other questions? 

Mr. Harris, Jr. Could I say something ? 

The Cuarrman. What do you want to say ? 

Mr. Harris, Jr. I just want to ask the committee if the Post Office 
Department has proven to you people on the committee that they are 
operating in the most efficient manner possible. 

The Cuarrman. I thought you wanted to make a statement. You 
cannot be questioning the committee about that. 

Mr. Corzerr. Mr. Chairman, I would like to raise one question and 
make one comment, perhaps. 

Knowing that the gentleman [ Mr. Rumage] is, in effect, an attorney 
presenting a case here in defense of the present rate structure, maybe 
you cannot answer this. I am just wondering if it might be the 
opinion of a great many of your members, if an adjustment came now 
or next year to sort of compensate for the deflated value of the dollar 
and we did everything possible to arrive at a proper division between 
the public service features of the Post Office and the business features, 
that there could be some agreement to go along on adjustments. 

Suppose the committee here does make a sincere effort to determine 
policy and makes a sincere effort to make adjustments with every 
possible indication that those adjustments would remain firm for a 
period of years, so you can figure on your business. 

Does the gentleman feel that you could still take a completely nega- 
tive position—recognizing that I am not trying to put you on the 
spot at all and if you do not want to answer it is all right. 

Mr. Rumace. I did not intend to take a completely negative 
position. 
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Mr. Corserr. Here, for example, is what we run into, furthering 
your remarks, Mrs. St. George. Here we have moved third class 
along to where, if this bill passes, it will be paying 85 percent, second 
class will be paying 35 percent, first class will be paying 110 percent, 
and fourth class will be paying 105 percent. 

It seems rather obvious to me that there are some adjustments here 
possible somewhere. 

Again, with the entire inflationary situation that has occurred 
in the last couple of decades, maybe the time has come when we 
ought to make a reappraisal of the whole situation, try to firm it up, 
and agree to hold it along that line for the predictable future. 

Would that make sense to you? 

Mr. Rumace. Again, I would like to emphasize the fact that I 
did not intend to have an entirely negative attitude. I can only say 
this: That I speak for several thousand members, most of whom 
are small concerns, as you will see in our membership roster, and 
[ have heard from many, many of those that they will be definitely 
hurt and put out of business, as some of our members who sat here 
preceding me testified. 

There is no question about it. I think it will just put many of 
them right out of business. We have attempted to make that clear 
in this booklet, with examples, further examples, of how a postal-rate 
increase would slow down our economy and would put many small 
businesses out of business completely. 

Mr. Corsertr. I think the gentleman presented his case there very 
persuasively and very well, but we have a situation here, recognizing 
all the service factors in the business, where there are some people 
who are conducting their business at the expense of the public that 
cannot be justified as a service and there certainly is some limit to 
what we can ask the General Treasury to pay in order to keep the 
folks functioning. 

In other words, some people are getting a ride here at half rates, 
half price, that you cannot justify on the basis of any service factor. 

Mr. Rumace. According to Senator Olin Johnston, in a speech that 
ha made which I have here in my hand, a great mistake is made by 
referring to these losses as a deficit. He says: 

The only difficulty is that when the Post Office Department incurs these 
expenses on behalf of the people, the term “deficit” is used. With respect to 
expenditures for all other Government agencies, the nicer word “appropriation” 
is employed. 

Mr. Corsetrr. The gentleman could have been quoting me. 

Mr. Rumace. Yes, I am quoting. 

Mr: Corsetrr. We recognize that factor applying to some percentage 
of this, but some of the deficit is incurred purely for the making of 
profits and that is the part that we are trying to get at. 

Well, I recognize the gentleman cannot take a position in agree- 
ment with what I am expressing. 

Mr. Rumace. T am afraid I cannot very well. 

Mr. Rees. You represent a number of merchants, do you not? 

Mr. Rumaae. Yes, sir. 

Mr. Rees. That use the mail? 

Mr. Rumace. Yes, sir. 
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Mr. Rees. Have not their other costs increased by reason of higher 
wages and more cost for transportation ? 

Mr. Rumaae. Yes, indeed. 

Mr. Rees. And other expenses? 

Mr. Rumaae. Yes, sir. 

Mr. Rees. Does it not seem fairly reasonable, if those costs were in- 
creased and they had to pay them, and should pay for salaries, trans- 
portation and other expenses, to think that they would be willing to 
pay the additional cost that the Post Office Department has because 
it pays more for transportation and wages ? 

Mr. Rumage. No, sir. 

Mr. Rees. And other costs? 

Mr. Rumace. No, that does not necessarily follow, in my opinion. 

Mr. Rees. That does not appeal to you 

Mr. Rumaace. No, sir. 

Mr. Rees. Even though it is a business transaction ? 

Mr. Rumace. That is right, because the increased use of mail in- 
creases business and increases our industry and increases the taxation. 

Mr. Rees. What you mean to say then, really, and I do not intend 
to put words in your mouth, is that the Government ought to do it even 
though it is doing it at an additional expense. Is that it? 

Mr. Rumace. No. 

Mr. Rees. Even though it costs the Government more money to 
carry on this business for these people you describe in your statement, 
even though that is more expensive to the Government, the Govern- 
ment ought to take care of it # 

Mr. Rumagce. I am not assuming that it is. I shall not assume that 
it is more expensive. 

Mr. Rees. Well, if it is, what is the answer ? 

Mr. Rumace. I am not asusming that it is. I shall not assume that 
it is more expensive, because I think the volume of business, the ter- 
rific volume of business 

Mr. Rees. Even though you do it at a loss? 

Mr. Rumagce. No, sir. 

Mr. Rees. I do not quite understand you on that. Maybe I do not 
understand you, but it just seems to me that it makes sense, if these 
people are getting a service that costs more now than it did a year ago 
or 4 years ago, that they should be willing to help pay a part of it or 
else, if not, then it would be your position that the Government ought 
to do it as a matter of service to them. 

If that is the way you feel about it, maybe you are right. 

Mr. Rumace. I will reiterate what I have said before and echo the 

testimony of those that preceded me. 

Mr. Rees. I heard that echo, but I was trying to get your views. 

Mr. Rumacer. It would put these people out of ‘business. 

Mr. Rees. I do not want them to go out of business, either. They 
do not go out of business when they ‘have to pay more for wages and 
other expenses. But when you come to this, according to your state- 

ment, we put them out of business. 

Mr. Rumace. I am not an expert on costs. 

Mr. Rees. I am not, either. 

Mr. Rumace. So I am not sure about that cost factor and I have 
stated that. 
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The Cuarrman. Thank you very much. 
The hearing will be recessed until 10 o’clock tomorrow morning. 


(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, April 13, 1956.) 
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FRIDAY, APRIL 13, 1956 
House or REPRESENTATIVES, 
CoMMITTEE ON Post Orrice AND CIVIL SERVICE, 
Washington, D. C. 

The committee met at 10 o’clock a. m., pursuant to recess, in room 
213, Old House Office Building, Hon. Tom Murray (chairman) pre- 
siding. 

The Cuarrman. The committee will be in order. 

The hearings will be resumed on H. R. 9228, the postal rate increase 
legislation. 

I see that our colleague, Representative Lawrence Smith, is present 
this morning. We do not want to keep him waiting. Do you desire 
to make a statement now, Congressman Smith ¢ 

Mr. SmirH. Yes. It will be very brief, Mr. Chairman. 

The CuarrMan. Very well. 


STATEMENT OF HON. LAWRENCE H. SMITH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Smirx. Mr. Chairman and members of the committee, for the 
record I would like to say that I am Lawrence H. Smith, representing 
the First Congressional District of Wisconsin. 

Tam here this morning for the purpose of giving you the results of 
a questionnaire that I sent out. On last June 17, I sent out to my 
constituents a general questionnaire and one of the questions contained 
In 1t was: 

Do you favor an increase in postal rates to meet postal deficits? 


The result of that poll and the answer to that question was that 65 
percent answered “Yes”; 30 percent answered “No,” and 5 percent 
did not know. 

On March 25 of this year I sent out another questionnaire and the 
same question was ineluded in it, and we are still tabulating the 
results, but I thought I would give the committee the benefit of the 
results to date. 

Three hundred and ninety questionnaires were returned, and on the 
question : 

Do you favor an increase in postal rates to meet postal deficits? 

Two hundred and eighty voted yes and one hundred and ten voted no. 

Mr. Chairman, that is the extent of my testimony. 

The CHarrman. Thank you, Representative Smith; that is very 
informative. Are there any questions of the Congressman ¢ 
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Mr. Gross. You asked the same question in the second questionnaire 
that you asked in the first one? 

Mr. Smirn. That is right, yes. 

The Cuarrman. Are there any further questions? 

Mr. Smirx. Thank you very much, Mr. Chairman and gentlemen 
of the committee. 

Mr. Moss. I have no questions, Mr. Chairman, but if we are going 
to be concerned with the outcome of polls, I would like to supply the 
committee with the result of a poll that I directed to my district where 
I had in excess of 12,000 replies. TI had the results tabulated by the 
students at Sacramento State College. 

In asking the question specifically on the first-class rate, I pointed 
out that, according to cost ascertainment figures, it was paying its own 
way. I had a response of some 85 percent against the increase in the 
first-class rate. I believe about 2 percent were undecided, and some- 
thing around 13 percent supported it. 

The Cruamrman. Did the questionnaire show that the first-class mail 
was self-sustaining ? 

Mr. Moss. My question was phrased in a manner that indicated that 
current cost ascertainment showed that first-class mail was then carry- 
ing its own weight. 

The Cuatrman. All right, sir. 

Does any other Member of the House wish to make a statement? 

Mr. Auger. Yes, Mr. Chairman. 

The Cuatrrman. We will be glad to hear you at this time, Mr. Alger. 


STATEMENT OF HON. BRUCE ALGER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TEXAS 


Mr. Ancer. Mr. Chairman and gentlemen of the committee, I am 
Bruce Alger, and I represent the Fifth District of Texas, Dallas 
County. T am ver y happy to have this opportunity to appear before 
the committee and I shall be most brief. 

I have brought with me copies of a poll that I took last year in 
which a question was asked in this fashion : 

Do you feel that postal rates should be increased to assist in cutting down the 
postal deficit (now $1 million plus per day) ? 

T received 11,000 replies and those were tabulated by IBM, and 75 
percent said “Yes”; 19.5 perent said “No”; and 5.5 percent were 
undecided. 

I might also call your attention to this little factor of my ques- 
tionnaire, that it is broken down as to occupation, which is a rather 
informative feature in questionnaires. 

This questionnaire was drawn up originally by IBM for me for the 
purpose of this tabulation, and is as accurate as they are able to make it. 

That concludes my remarks, Mr. Chairman. 

The CHarrMan. Are there any questions ? 

Mr. Creretta. Do you have a breakdown of the occupations there ? 
Mr. Arerr. Yes, sir. You came in later. I will pass these out to the 
committee. 

Mr. Creretta. Thank you. 

The Crarman. Thank you very much, Mr. Alger. 
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Mr. Axerr. Thank you, Mr. Chairman and gentlemen of the 
committee. 


The Cuairman. The committee is in receipt of a statement from 
our colleague, Representative James J. Delaney, from New York City, 
which is signed by Representative Henry J. Latham, Representative 
Albert H. Bosch, Representative Lester Holtzman, and Representative 
James J. Delaney. 


This statement is not on the question of the postal rate increase but 
on the question that— 


There are at the present time four postal districts within said county of Queens 
and unless said legislation specifically covers the situation, a letter going from 
one postal district within the county to another postal district within the same 
county must carry the increased postage. The result in many instances is that 
mail going across the street will require the increased postage. Queens County 
is the only place in the United States where this obtains. Queens is an integral 
county, a part of a corporate city. 


This statement of our colleagues will be inserted in the record at 
this point. 
(The matter referred to is as follows :) 


STATEMENT PRESENTED BY Hon. JAMES J. DELANEY, MEMBER OF CONGRESS FROM 
NEW YorRK 


The undersigned members representing the Fourth, Fifth, Sixth, and Seventh 
Districts of New York located in the County of Queens, would like to bring to the 
attention of the committee the unique postal setup or said county and respectfully 
ask that specific provisions be made with respect thereto, if the legislation now 
before the committee, to wit, H. R. 9228, should be amended so as to provide dif- 
ferent rates for first-class mail within postal districts or what is commonly re- 
ferred to as local delivery. 

There are at the present time four postal districts within said county of Queens 
and unless said legislation specifically covers the situation a letter going from one 
postal district within the county to another postal district within the same county 
must carry the increased postage. The result in many instances is that mail 
going across the street will require the increased postage. Queens County is the 
only place in the United States where this obtains. 
a part of a corporate city. 

Previously, where general postal rate legislation was voted, this unique situa- 
tion was overlooked. It was corrected by the passage of S. 3667 in the Senate on 
April 22, 1940, and in the House on June 17, 1940. The necessity for such cor- 
rective legislation should be avoided in all future action involving the increase of 
postal rates. 

It is therefore respectfully urged that any legislation providing for an increase 
in first-class mail, but providing for a lesser rate if for local delivery, contain in 
substance a provision as follows: “or for delivery wholly within a county the 
population of which exceeds 1 million and which is entirely within a corporate 
city.” 

Mr. Chairman and members of the committee, we would like to point out that 
this statement has reference to only the situation above outlined on which we 
are unanimously agreed. This statement does not reflect in any way the indi- 
vidual viewpoints of the Queens delegation with respect to a general increase in 
postal rates. 


Queens is an integral county, 


Henry J. LATHAM, 
Fourth District, New York. 
ALBERT H. BoscnH, 
Fifth District, New York. 
LESTER HOLTZMAN, 
Sizth District, New York. 
JAMES J. DELANEY, 
Seventh District, New York. 
The CHairman. The next witness is Mr. Walker Stone, editor in 
chief of the Scripps-Howard newspapers, Washington, D. C. 
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I understand that Mr. Stone desires to appear before the committee 
on account of certain statements which were made by a former AOR, 
Mr. Becker, I believe, of the Hearst newspapers, a few days ago. 
that correct, Mr. 

Mr. Stone. 


STATEMENT OF WALKER STONE, EDITOR IN CHIEF, SCRIPPS- 
HOWARD NEWSPAPERS, WASHINGTON, D. C. 


Mr. Srone. Mr. Chairman, I have sat through hundreds of these 
congressional hearings but always at the press table and this is an 
unfamiliar role for me, so I hope you will permit me to read a pre- 
pared statement instead of trying to speak extemporaneously. 

The CHairman. Yes, sir; just proceed in your own manner, Mr. 


Stone. 


Mr. Gross. Does this gentleman have a prepared statement ? 
Mr. SToNneE. 
Mr. Gross. Is it on the desk? 
The CHarRMAN. 
Mr. Stone. I brought a few copies. 
The Cuarrman. All right, Mr. Stone. 
My name is Walker Stone. 
Scripps-Howard newspapers. 

I had not intended to testify at this hearing, for I claim no expert 
knowledge of the operations of the Post Office Department or of the 
legislation pending before this committee. 

Yet I felt compelled to ask—and your chairman graciously con- 
sented to give—a few minutes of your committee’s time in order that I 
may try to set the record straight on a small portion of the testimony 
of a witness who sat in this chair two days ¢ 

I refer to Edward B. Becker, publisher ‘of the Pittsburgh Sun- 
Telegraph, who said he spoke for all of the 16 Hearst newspapers. 
s with which I wish to deal are con- 


Mr. STone. 


The only remarks of Mr. 
tained in the following paragr shh. 
Mr. Becker said: 


I can only speak for the Hearst papers but I do think you might reexamine 
the situation of the newspapers in whose behalf testimony supporting this legis- 
lation has been presented at this hearing. 
newspapers acted spontaneously, 
not advocate higher second-class rates. 
of the coin that I am appearing today. 
represented here as proponents of rate increases, only 3 are morning papers. 
cidentally, one of the 10 proponents is a Scripps-Howard newspaper. 
Scripps-Howard editorials advocating rate increases are frequently 
you should take note of the fact that Scripps-Howard has 19 
Competitively, most of the Scripps- 


these hearings, 
dailies, of which only 3 are morning papers. 
Howard papers would be in a more favorable position with higher second-class 
rates. This, in my opinion, is the explanation of their seemingly altruistic atti- 
I hope you have not been overly impressed by the newspaper 
, there have been only 10 proponents out of a 


tude. All in all, 
support for this bill. 
total of 1,760 daily newspapers. 

When Mr. Becker digressed from his discussion of the provisions 
and philosophy of the pending legislation in order 
inform you gentlemen of the motives behind Scripps-Howard’s edi- 
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Yes, sir; that is correct. 
The CHairman. You may proceed, Mr. Stone. 


I do not think it is available to all of the members. 
The clerk has one here. 


I am editor in chief of the 


I have considerable doubt that these 
and I am sure that newspapers generally do 
It is partly to show you the other side 
Of the 10 daily newspapers thus far 


gratuitously to 
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torial policies, he was talking of something he knows nothing whatever 
about. 

I have been with Scripps-Howard newspapers 29 years, and for the 
last 24 of those years I have been directly engaged in the formulation 
of our newspapers’ editorial policies. So I can claim intimate knowl- 
edge of this subject, even if I don’t know how to run the postal system. 

The editorial policies of our newspapers are determined by the 
editors of our newspapers. The business management and the count- 
ing office of our newspapers are not consulted. 

When Mr. Becker implies that Scripps-Howard’s editorial policy 
favoring a soundly operated postal system is motivated by a desire to 
gain a competitive e advantage, Mr. Becker is talking through his hat. 

Mr. Becker, a publisher, told you how much the Hearst new spapers 
pay every year, in second class postage and said they did not want to 
pay more. I am an editor, and do not know how ‘much is Scripps- 
Howard’s postage bill. I have never asked. Since we publish 19 
dailies and 8 Sunday papers, it probably is a sizable item. We do not 
relish the prospect of higher costs any more than the Hearst people do, 
but we are quite willing to pay our share of whatever additional charges 
may be required to defr: ay the costs of delivering our newspapers that 
are sent through the mails. 

Seripps- Howard's policy in favor of operating the Post Office De- 
partment in black ink goes back farther than I can remember. The 
files in my office downtown are cleaned out every few years, so I can- 
nor readily offer in evidence anything that goes back to the origins of 
the controversy. But I do find an editorial I wrote for Seripps- 
Howard Newspapers in 1939—17 years ago—which said in part: 

Speaking for ourselves * * * (we) want no free ride at the taxpayers’ ex- 
pense. We are willing to pay the costs of distributing our newspapers. And 
we should like to see other newspapers and magazines join in asking for aboli- 
tion of this Government subsidy. Those who refuse need not be surprised if 
their editorial utterances against the Government’s other borrow-and-spend 
gratuities fail to convince. 

This is still our policy. We believe a principle is involved. We 
believe it is the obligation of the people and their enterprises to sup- 
port the Government; not the obligation of the Government to support 
private businesses. 

We believe the costs of handling the mails should be paid by those 
who use the mails. We see no reason why taxpayers generally should 
be asked to make up the annual Post Office Department deficit, and 
even less reason why future generations should be asked to pay for 
our mail. 

[ am curious to know why Mr. Becker should think Seripps-Howard 
either needs or seeks a competitive advantage. Mr. Becker is pub- 
lisher of a Hearst newspaper, the Pittsburgh Sun-Telegraph, an 
afternoon and Sunday paper, in the same city where Scripps-Howard 
publishes the Pittsburgh Press, also an afternoon and Sunday paper. 
Obviously, in this field the two papers are on an equal footing. There 
is no question of a morning-afternoon postal competitive advantage. 

Yesterday I telephoned our fellows in Pittsburgh to ask how they 
were getting along competitively with Mr. Becker's Hearst Sun- Tele- 
graph. Here are some figures they gave me: 

Twenty years ago, in March 1936, the circulation of the Se ripps- 
Howard afternoon new spaper, the Press, was 197,345; the circulation 
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of the Hearst afternoon newspaper the Sun-Telegraph, was 179,593. 
Our daily had a circulation edge of less than 18,000. That was 20 
years ago. 

Ten years ago, March, 1946, the Press had an afternoon circula- 
tion of 262,855; the Sun-Telegraph had a circulation of 206,603. 
The Scripps-Howard daily circulation edge had grown to 56,000. 

Last month, March, 1956, the Press’ daily circulation was 297,765 ; 
the Sun-Telegraph’s 182,599. So the Press now has 115,000 more 
daily readers. 

And in the Sunday field— 

Twenty years ago, in March, 1936, the Pittsburgh Press Sunday 
circulation was 309.562. The Sun-Telegraph Sunday circulation was 
420.723. Hearst’s Sunday had an edge of 11,000. 

Ten years ago, in March, 1946, the Press Sunday circulation was 
467,462; the Sun-Telegraph Sunday was 566,571. Hearst’s Sunday 
edge had shrunk to 99,000. 

Last month. March, 1956, the Press Sunday circulation was 504,- 
532; the Sun-Telegraph Sunday was 418,167. So the Press now has 
86,000 more Sunday readers than the Sun-Telegraph. 

I would not have mentioned these figures, indeed I would not even 
have appeared at the hearing, if Mr. Becker had not tried to tell you 
that Scripps-Howard’s editorial policies are guided by business mo- 
tives. But knowing as I do that what he said is untrue, knowing as 
TI do that our editorial policies are determined by our editors and our 
editorial staffs—without consulting the business offices—I had to set 
the record straight. 

Perhaps some of the progress our newspaper has made in Pittsburgh 
is due to the fact that our readers also know that our editorial policies 
are decided in our editorial rooms. 

Scripps-Howard seeks no competitive advantage, and requires no 
subsidy. 

Thank you. 

The CratrmMan. Thank you. 

Are there any questions? 

Mr. Moss. Yes, I have some questions of Mr. Stone. 

The Cramman. Mr. Moss. 

Mr. Moss. I believe I did understand that your papers generally 
are supporting the legislation that this committee is considering at 
the present time? 

Mr. Stone. Yes, sir, that is correct. 

Mr. Moss. You mentioned the fact that you feel that the postal 
users should pay for postal service ? 

Mr. Strong. Yes, sir. 

Mr. Moss. There are a number of types of service which clearly 
are nublic services. Take the case of the free-in-county mail. the 
privileged and free mail for the blind, and certain clearly subsidized 
rates to charitable and religious institutions. Do you feel that those 
are charges which should be made against the postal user, or do you 
think they might more properly be made against the general tax- 
paver because of the public service which is involved ? 

Mr. Stone. I do not want to appear here as an expert witness on 
the provisions of this legislation, nor on the kind of rates that should 
be charged for the various services which the Post Office Department 
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renders. Our only position is that the Post Office Department should 
be able to charge whatever rates are necessary to pay the costs. 

Mr. Moss. Do you feel that we should take the second-class rate, 
for example, which now produces a quarter of a billion dollars of 
loss or deficit, and increase it to the point where it would fully under- 
write the costs incurred in handling that mail? 

Mr. Srone. It is our position that any service which the Post 
Office Department performs for newspapers should be charged to 
the newspapers. ' 

Mr. Moss. Would you apply that same rule to magazines ‘ 

Mr. Stone. Certainly. 

Mr. Moss. And to the use of the mails for advertising matter ? 

Mr. Stone. Certainly. 

Mr. Moss. Would you urge such a policy upon the Congress in 
view of the testimony of many that any such increase would un- 
doubtedly bankrupt quite a numer of publishers? 

Mr. Stone. I have no desire to bankrupt any publishers, and I 
have no doubt that this subsidy is so imbedded in the costs of the 
industry, and they have relied upon it so long, that abrupt changes 
might damage many publications. 

I do not advocate that, but I do think that the general policy should 
be to try to move those rates up to the point, and you may have to 
do it gradually, up to the point where the costs are paid. 

Mr. Moss. They have recognized that there is such a subsidy. 
Should that subsidy be underwritten by other users of the mail, or 
should it be underwritten by the general revenues of the Government ‘ 

Mr. Srone. I do not believe that there should be a subsidy. 

Mr. Moss. But we have it, and you admit it is so imbedded in the 
cost that it would be difficult to remove it immediately, so we are 
still going to be dealing with the writing of a rate bill with that 
problem in it. 

Mr. Stone. Yes. 

Mr. Moss. Should we write a rate bill which underwrites those 
costs which are to be paid through revenues, or should we segregate 
them and have to pay them from the Treasury. In Agriculture when 
such proposals are made we tax the domestic consumer, and it is 
‘alled a production tax, or we use the method of service tax for the 
underwriting of subsidies. Should we appropriate for them from 
general revenues ? 

Mr. Stone. I would prefer to leave that answer to you, Congress- 
man. 

Mr. Moss. But you urge strongly the enacting of this legislation, 
and tied up to it is the question of the policy which the Congress is 
going to pursue in the drafting of the legislation. Now, should we 
leave the policy questions unanswered or should we face them? If we 
want.to subsidize the rates, we should make it clear that that is our 
intention. We ought to make it clear that we intend to subsidize the 
rates from the general revenues as we do at the present time. We 
should make it clear that that is our intention if that is what we are 
going to do. 

Mr. Srone. I still do not think that I need to be called upon to 
testify on the specific provisions of the bill. As I understand it, this 
bill does not even wipe out the deficit. 
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Mr. Moss. That probably is true, that it does not completely wipe 
out the deficit. It comes close to it and, perhaps, if we removed some 
of the heavily subsidized types of mail, it might come a lot closer 
to balancing it. 

We call the Post Office Department operation one of deficit, yet it is 
rendering public service and to what extent Congress has never de- 
termined. 

We have never yet stated a policy as to whether we expect it to 
pay its own way, or whether we expect it to be part of the service 
of the Government rendered to the public. We call it a deficit. In 
the case of the operations of the Department of Agriculture, the De- 
partment of Health, Education, and Welfare, and other Departments 
of the Government, we do not call it a deficit; yet in this one, where 
we are performing partly a business operation and partly a public 
service, that part of the expenditure which is not met by revenues is 
called a deficit. 

Do you not think it is time that we determined once and for all 
what our policy is going to be, so that the publisher knows whether 
he is expected to pay the full amount of the cost involved in handling 
his mail, or only a portion of it, and so that the user of the mails 
knows whether it is the intention of Congress to underwrite it and pay 
part of his cost, or whether it is also intended that it should assume 
the cost of other classes of mail ? 

Mr. Sronr. It seems to me that Congress should determine the 
police’ Vy. 

Mr. Moss. Thank you. That is all that I have advocated in these 
hearings, that we should face that question of deciding a policy. 

The CHatrmMan. Are there any questions to my right ? 

Mr. Gross. Do you have any substantial amount of circulation in 
rural areas, Mr. Stone? 

Mr. Stone. Yes, we do have. We publish 19 newspapers, some of 
them in large towns like Albuquerque which have circulation through- 
out New Mexico, all over the State, and Evansville, Ind., which 
has a circulation in Kentucky, Indiana, and Illinois, down in that 
corner of the State and the Memphis Commercial Appeal, which goes 
out widely throughout the State, and also a paper published in El 
Paso has considerable circulation outside of the State. 

Mr. Gross. What is the average daily circulation of the Seripps- 
Toward newspapers ? 

Mr. Srone. Oh, it is better than 214 million. 

Mr. Gross. How many of them go into the mail ? 

Mr. Sronr. I do not know. 

Mr. Gross. You did not obtain that information before you came 
here today ? 

Mr. Stone. No. I came here only for one purpose. 

Mr. Gross. Of course, you said in your statement that you believe 
that the Post Office budget should be balanced; is not that correct 2 

Mr. Stone. Yes, sir. 

Mr. Gross. How do you propose to go about it? You evidently 
came here for more than one purpose. How do you propose to go about 
balancing it? What do you have to suggest to this committee in the 
matter or rates? 
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Mr. Stone. I believe it should be balanced. How it is to be bal- 
anced is a matter for this committee to decide and for the Congress 
to decide. 

Mr. Gross. But you have been editorializing upon this subject as 
long as 17 years ago, according to your statement. 

Mr. Stone. Much longer than that. 

Mr. Gross. If you have been writing editorials on the subject, cer- 
tainly you have some idea as to how Cc ongress should go about bal- 
ancing the budget. Have you ever so stated in your editorials? 

Mr. Stone. We have certainly made one proposal and that is, that 
second-class users should pay all the cost of distributing their product. 

Mr. Gross. Even though that meant a 500-percent increase ¢ 

Mr. Stone. We would not object to a 500-percent increase. 

Mr. Gross. That is because you circulate very few papers in the 
mails; is not that correct? 

Mr. Srone. I would say that proportionately, our circulation in the 
mails is rather small. It is aah ably like any other comparable 
newspaper. 

Mr. Gross. You do not have figures on that ? 

Mr. Strong. No, sir. 

Mr. Gross. But you do have figures on the comparative circulation 
in Pittsburgh; is not that correct / 7 

Mr. Stone. Yes, sir. 

Mr. Gross. But you could not use the same telephone in order to 
find out what your total circulation, or your total average circulation 
in the mails might be; is not that correct / 

Mr. Srone. I certainly could have asked the field, I guess. 

Mr. Gross. In the Scripps-Howard setup, do you not have someone 
who compiles figures on the total circulation of the Scripps-Howard 
newspapers ¢ 

Mr. Stone. No. We have a circulation manager for each news- 
paper. 

Mr. Gross. And there is no central place where anyone knows the 
circulation figures, and the number of papers that go into the mail. 
or the amount of your mail bill? Do you know the total Scripps- 
Howard bill for second-class mailings ? 

Mr. Stone. We could find it out by asking each newspaper. 

Mr. Gross. I should think you would have : been prepared to answer 
that question today. 

How long have you been editor in chief of the Scripps-Howard 
newspapers ¢ 

Mr. Stons. About 4 years. 

Mr. Gross. You are listed in the Congressional Directory as some- 
thingelse. Youare listed as representing the Scripps-Howard News- 
paper Alliance. 

Mr. Stone. The Scripps-Howard Newspaper Alliance is the Wash- 
ington Bureau, sir. It is the National Editorial Bureau of the 
Scripps-Howard newspapers. 

Mr. Gross. Do you hold membership in the Press Gallery ? 

Mr. Stone. Yes, sir. 

Mr. Gross. You would not be here today lobbying ? 

Mr. Stone. I am here today, sir, to reply to a statement that was 
made from this place 2 days ago. 
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Mr. Gross. You are also here advocating an increase in postal 
rates; is not that true? 

Mr. Sronr. I am here stating what the policy of the Scripps- 
Howard newspapers has been, where the policies are determined by 
the editors, and not by the business offices. 

Mr. Gross. Yes, but you are here advocating an increase in postal 
rates. You stated that you support this bill and that the Scripps- 
Howard newspapers support this bill. If you do, they do; is not 
that true? 

Mr. Stone. Congressman, if you can wipe out the Post Office De- 
pe —- deficit by | lowering the rates, I would be for that. 

Mr. Gross. Of course you know that is impossible. 

Mr. Sronr. I do not believe it is possible, but our advocacy of higher 
rates is merely because what we wish is that the Post Office Depart- 
ment should operate without a deficit. 

Mr. Gross. You, of course, know the rules that permit you to sit 
in the Press Gallery of the House of Representatives. 

Mr. Srone. IT have not read them lately, but do you think that I 
am violating them by appearing here today? 

Mr. Gross. I certainly do. I can read you the rules out of this 

same Congressional Directory. I think you are aware of them. 

The Cuarrman. Let me make a statement for the record. 

I have known Mr. Stone for many years. He is a man for whom I 
have very high regard. He called me up the day that he learned of 
this statement that Mr. Becker, representing the Hearst newspapers, 
had made. He was disturbed about the references and comments that 
Mr. Becker had made about the Scripps-Howard papers. 

I do not see why Mr. Becker had any occasion to see fit to bring the 
Scripps-Howard organization into this picture but, unfortunately, he 
did, and when Mr. Stone called me and said that he was disturbed 
about it, I immediately invited him to come down and appear before 
the committee. 

Ife is down here, not as an expert on postal rates, but to discuss the 
testimony on Mr. Becker, representing the Hearst newspapers. 

Now, you asked about the rural circulation of the Scripps-Howard 
newspapers. The Seripps-Howard organization has two fine news- 
papers in my home State. Those papers are widely read, have a very 
extensive circulation going to most areas in Tennessee, Mississippi, 
Arkansas, and southern Missouri, and use the mails extensively. 

Mr. Gross. But how much do they use the mails? I am addressing 
the question to the gentleman who appears here as a witness. How 
much do you use the mails in Memphis, Tenn.; what portion of your 
circulation goes into the mails at Memphis? 

Mr. Stone. I do not know. I am an editor; I am not a publisher 
or business manager. I have never asked about that and have never 
had any occasion to ask. 

Mr. Gross. Do you not think in the light of the testimony prev iously 
given here, to which you are apparently responding, and I am not in- 
terested in this quarrel between you and the Pittsburgh paper, I am 
not interested in that, do you not think that since you advocate here 
the balancing of the Post Office Department budget that you should 
have come up here today prepared to give us some information on how 
you thought this budget could be balanced 
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That is part of the testimony previously and that is what we want 
to know here today. 

Mr. Stone. Mr. Congressman, you better ask somebody who knows 
more about operating the Post Office than I do. 1 brought out in the 
first part of my testimony that I was not here to testify on this bill, 
but that I was here to testify in regard to a statement that Mr. Becker 
had made about our organization. 

Mr. Gross. And yet you take the liberty in your statement, of point- 
ing out here that 17 years ago, you wrote an editorial insisting that 
the Post Office Department budget be balanced. 

Now, on what basis did you write that editorial ? 

Mr. Srone. I just believe it is good sound business practice for the 
Government to operate the Post Office without a deficit. 

Mr. Gupser. Mr. Chairman, I would like to make a parliamentary 
inquiry. 

The CuHatrman. Mr. Gubser. 

Mr. Gusser. Would it be possible for the witness to come here and 
submit the editorial to which he referred, to have it as part of our 
testimony and incorporated in the transcript of this hearing / 

The CHatrman. Certainly. 

Mr. Gusser. Then what is wrong with him presenting it personally / 

The Cuamman. There is nothing wrong with that, but Mr. Stone 
cid not come here today to discuss the postal rate increase as an expert. 
He is merely here to reply to a statement made by Mr. Becker of the 
Hearst newspapers. 

I appreciate the fine and courageous stand the Seripps-Howard 
newspapers have taken over the vears with reference to balancing the 
budget of the Post Office Department, but Mr. Stone is not here to 
discuss in detail these various rate proposals. IL am sure he is not 
familiar with all of the provisions of the bill and his newspaper organi- 
zation, over the years, has advocated an increase in postal rates. 

Mr. Gross. If the parliamentary inquiry of the gentleman has been 
satisfied, I would like to ask the gentleman another question. 

You support this bill. Are you also in favor of a commission that 
would establish postal rates and take the matter out of the hands of 
Congress ¢ 

Mr. Stone. That gets down into another question. I do not claim 
to have given much study to this question of the so-called title LI which 
establishes a commission to set the rates, but since the Post Office De- 
partment is operated both as a public service and a public utility, I 
think technical matters like rates might very well be decided by a com- 
mission and not take up all of the time of Congress in handling them. 

[ have been in this town for 29 years, and this issue of postal rates 
has been debated year after year, and a lot of time has been taken up 
here of busy Congressmen on this matter, who have other duties to 
perform. 

Mr. Gross. You understand what title II provides, do you not ? 

Mr. Stone. Only generally. 

Mr. Gross. It provides that newspaper publishers and magazine 
publishers, anyone in business, could be compelled to appear before a 
commission and supply it with all of their records. You support that, 
I take it, since vou support this bill ? 

Mr. Stone. Let me state it this way: I have not written an editorial 
personally about this question for several years. The editorial writer 
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who is currently handling this issue is not even in the city at the present 
time. I donot want to testify to any particular part of this bill. On 
the general question that a commission could set rates, it appeals to me 
as a businesslike practice. 

Mr. Gross. Well, let me say this, Mr. Chairman, and then I will be 
through, that I wish you had come in with a statement simply replying 
to the Pittsburgh papers, or whatever the name of the newspaper, and 
forgotten about endorsing H. R. 9228, as such since you are not pre- 
pare to give worthwhile testimony. That is all, Mr. Chairman. 

The CHarrman. Mr. Gubser. 

Mr. Gusser. I would like to commend the gentleman for his state- 
ment and say that I am very happy you came here. I just wish that 
every member of the press could and would come in and testify. 
Regarding the Commission setting the rates, I would just like to 
point out here for the record that Congress would not be relieved of its 
responsibility of setting rates because we would still set the overall 
policy by legislation, and the Commission would be forced to operate 
within that policy. It would be merely relieving Congress of details 
such as we are going through now. 

That is all, Mr. Chairman. 

The Cuatmrman. Mr. Johansen. 

Mr. JoHaNnsen. Mr. Stone, is it your belief that there would be a 
substantial increase in the mailing cost of the Scripps-Howard news- 
papers if this bill were enacted ? 

Mr. Sronr. I honestly do not know. 

Mr. JoHANsEN. Would there not be some increase ? 

Mr. Srone. Certainly. 

Mr. JoHansen. Could you secure for the record information as to 
about what that increase would amount to? 

Mr. Stone. I probably could. It would take considerable time. I 
did not see Mr. Becker testify as to how much it would increase the 
rates. 

Mr. JoHansEN. Is it your understanding that Mr. Becker testified 
that the Scripps-Howard editorial policy was subverted and dictated 
by business considerations and competitive advantages ? 

Mr. Srone. I will go back to Mr. Becker’s testimony here. 

The Cuamman. I believe Mr. Cederberg questioned him about the 
editorial policy. 

Mr. Sronr. Mr. Cederber g asked Mr. Becker, when he referred to the 
Scripps-Howard policy on this and what he thought were the reasons 
for our policy, Mr. ¢ ‘ederberg said : 

This is a rather weighty statement. Do you mean to tell me that Scripps- 
Howard newspapers are using their editorials for competitive advantage in the 
newspaper field? 


Mr. Becker said: 


small stake in the postal rate problem. 
Mr. Cederberg then asked: 


Do you think that your editorials are flavored because of your larger stake in 
the field? 


And Mr. Becker said. 


I wouldn't grant that, no, sir. 


I think that their position has been colored by the fact that they have a very 
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Mr. Jowansen. You are testifying there is no such flavoring of 
the Scripps-Howard editorials for that reason ¢ 

Mr. Stone. Yes, sir. 

Mr. JoHansen. You are also testifying that whatever their increase 
in cost for mailing as a result of this bill, the Ser ipps-Howard organi- 
zation is ready to bear that increased cost ¢ 

Mr. Strong. Yes, sir. 

Mr. JousnaEn. I would like to congratulate the gentleman and say 
that perhaps you are somewhat of an oddity. There are not many 
in your position who take that attitude, and I would like to commend 
you. 

Mr. Srone. The only thing that puzzles me is that Mr. Becker 
would think we are trying to get a competitive advantage because we 
were willing to pay our own way. 

Mr. Jonansen. Thank you. 

The Carman. Any further questions? Mr. Lesinski? 

Mr. Lestnsx1. New Mexico is sparsely settled, and is it correct that 
you have to use the mail to carry your publications in New Mexico? 

Mr. Stone. New Mexico is sparsely settled, yes. 

Mr. Lestnskt. So that in order to pay its way that particular paper 
of your organization would be in the red would it not ? 

Mr. Srone. I doubt if the rates would put it in the red. It would 
increase the cost. I think we could stand it. 

Mr. Lestnsxt. The point I was driving at is that if that paper in 
New Mexico operated in the red it would have to be subsidized by the 
papers in the big cities, would it not? 

Mr. Stone. You mean our other papers? 

Mr. Lesrnsxt. Yes. 

Mr. Stone. If the costs became prohibitive to distribute, that cireu- 
lation that cost too much might just be cut off. 

Mr. Lestnsx1. Thank you. 

The CuHarrman. Mr. Alexander. 

Mr. ALeExaANnpeR. Mr. Stone, if second-class mail were put on a pay- 
as-you-go basis, do you have an opinion as to how many newspapers 
and magazines in the country would be put out of business ? 

Mr. Stone. No, sir, I do not. 

Mr. ALtexanpver. Do you feel that it would be considerable ? 

Mr. Stone. I donot know. I would doubt it. 

Mr. ALExANDER. Do you think that is an important consideration for 
this committee, as to whether a considerable number of publications 
would be put out of business ? 

Mr. Stone. I should hope the committee would not try to put people 
out of business. 

Mr. Avexanper. As I understood your testimony, you said you felt 
second-class mail should pay its own way ? 

Mr. Stone. Yes, sir, I do. 

Mr. Atexanper. That is all. 

The Cuarrman. This bill only provides for a 30 percent increase in 
the second-class rate over a 2-year period, 15 percent the first year and 
15 percent the second year. 

You were assistant editor in chief for many years to Mr. Parker, 
who was the chief ? 

Mr. Stone. Yes. 
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The Cuatrman. And when Mr. Parker passed away you became 
editor in chief ? 

Mr. Stone. That is correct. 

The Cratrman. Mr. Gross. 

Mr. Gross. Do you think the second-class budget ought to be 
balanced ? 

Mr. Sronr. I want to say as far as we are concerned we can pay 
whatever it costs to distribute our paper. 

Mr. Gross. There would not be any Scripps-Howard papers going 
out of existence on the basis of increasing the second-class rate 500 
percent ¢ 

Mr. Stone. I do not think so. 

Mr. Gross. No, because you do not use the mails. 

Mr. Stone. I think we use the mails about as much 

Mr. Gross. We had testimony the other day by an attorney for the 
three Washington newspapers—one a Scripps-Howard paper—he 
testified that approximately 500,000 copies go out daily in the Wash- 
ington area from the combined papers, and that only about 10,000 of 
those go into the mail. Obviously a second-class rate increase would 
not affect a situation of that kind. Even if the rate were increased 
1,000 percent, none of the Washington papers would be forced out of 
business ? 

Mr. Stone. I do not think so. In this area most of the papers are 
delivered by motor routes which go extensively into Maryland and 
Virginia. 

Mr. Gross. So newspapers of that kind can advocate taking the 
roof off? 

Mr. Stone. We have newspapers of all categories, sir. 

Mr. Gunes. I am speaking of these three and others like them, and 
your biggest circulations are in the metropolitan areas, are they not? 
Your biggest circulation is the New York World-Telegram and Sun? 

Mr. Stone. That is correct. 

Mr. Gross. And in Cleveland / 

Mr. Srone. Yes, sir. 

Mr. Gross. That is all. 

The Cuarrman. As chairman of the committee I express my ap- 
preciation to Mr, Stone for appearing here this morning upon my in- 
vitation. I want to commend him for the stand that the Scripps- 
Howard papers have taken over the years in behalf of wiping out the 
postal deficit and providing for adequate increases in postal rates. 
I wish Mr. Becker had not made this unfortunate ace to 
Scripps-Howard newspapers, and I think Mr. Stone is exactly right 
to come here and refute that unfortunate reference by Mr. Becker. 

Thank you, Mr. Stone. 

Mr. Srone. Thank you. 

The CuarrMan. Our colleague, Representative Wainwright, is here 
and desires to make a statement. 





STATEMENT OF HON. STUYVESANT WAINWRIGHT, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Warnwricut. My name is Stuyvesant Wainwright and I rep- 
resent the First Congressional District of New York. 
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I want to thank the chairman of the committee and congratulate 
the committee on the vigorous and energetic way in which it has looked 
into this bill. 

I want to say at the outset that I am not an expert in this field. 
However, as probably all other Members of Congress, I am keenly 
interested in the postal deficit and what should be done about it: 
As many other Members of Congress have done, I have polled my 
district in the 4 years—this being the fourth—that I have been a 
Member of Congress. 

In 1956, this. year, I did not poll the district because in the first 
3 years I was here the percentage was so identical that it did not 
seem to be worth while. 

A little background about the poll. It goes across the board, Re- 
publican, Democrat, Independent. It includes my mailing list of 
approximately 7,000 from the office. It appears in about 20 news- 
papers and people clip the questions and mail in the clippings with 
their answers. The percentage of return has been above 12 percent. 
I understand the normal percent: ige is somewhere between 6 and 7 
percent. 

In April of 1955 I sent out an answer tabulating my poll. The 
eighth question on the poll was as follows—and, Mr. C hairman, may 
[ have an opportunity to insert this in the record after I have read it ? 

The CHarrMAN. Yes, you may insert it in the record. 

Mr. Warnwricut. The eighth question was: 

Do you feel postal rates should be increased to reduce the postal deficit (now 
running $l‘ million a day) ? 

The percentage answer was 75 percent “Yes”; 21 percent “No”; and 
t percent “No opinion.” 

Mr. Davis. Will you repeat that, please / 

Mr. Warnwricut. The question? 

Mr. Davis. No, the answer. 

Mr. Warnwricur. The question was: 

Do you feel postal rates should be increased to reduce the postal deficit (now 
running $1 million a day) ? 

The answers were, “Yes,” 75 percent; “No,” 21 percent; and “No 
opinion,” 4 percent. 

I apologize to the committee that I cannot give the 1953 and 1954 
returns, but I will be glad to do so if you want them. I can assure you, 
however, that the percentage was so close to what I just gave so that 
this yes ur we omitted the question entirely. 

I might say that I am inclined at this time, from what little I do 
know about this bill, to support it. In general I support the philos- 
ophy of increasing postal rates, particular ly the increase from 3 cents 
to 4 cents for first-class mail. As far as the other phases of the bill 
are concerned I do not know much about it, and obviously the mem- 
bers of the committee do, but I think a number of my colleagues of 
my vintage who came to Congress with me have the same position. 

I want to thank you for giving me this opportunity to give you these 
brief views. 

The Cuairman. Thank you. 

Mr. Warnwaicart. I would like this to be inserted in the record. 

The Cuatrman. That will be done. 
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(The document referred to is as follows :) 


CONGRESS OF THE UNITED STATES, 
HovusE OF REPRESENTATIVES, 
Washington, D. C., April 7, 1955. 

DeaR FRIEND: You were kind enough to take the trouble to answer 11 key 
questions facing our American civilization today. It is most difficult to ask a 
question of this nature that can be unequivocally answered. Many people elab- 
orated, coming up with some unusual and helpful viewpoints. 

Question No. 1 was the same as the first question of last year’s poll. It is 
extraordinary to note that the percentages were identical. 

If all those who answered “No opinion” on question No. 3 had answered “Yes” 
(which is more probable than not), we find an unusual change in basic American 
thinking. The overwhelming support of President Eisenhower’s UMT and lower 
reciprocal tariff programs was particularly illuminating. 





| Percent 











| Yes No No opinion 
} | ¥- 
1. Should nue le: ar weapons be used to stop clear-cut Communist | 
ageression?.................--.-- | 73 18 | 9 

- Do you think it possible for the free world to live in ‘pe: ace | 
wi ny Communi ist ni ations? et 39 52 | 9 


to 


OE sania side Reha ste ee a neta iit Nii te oicicmocipmcadeoes | 27 55 | 18 
4. Do you favor President Eisenhower's permanent Manpower | 
| 


ee Ly @ a ee een eee 83 12 | 5 
5. Do you approve of President Eisenhower's ‘“Trade not aid”, 

lower reciprocal tariff program? ___. 83 10 7 
6. Do you favor the entry of the Federal Government into the | 

fleld of education in the form of school construction grants?_| 54 | 42 | + 
7. Should the minimum wage be raised to 90c per hour? “ 71 21 8 
8. Do you feel postal rates should be increased to reduce the | | | 

postal deficit (now running $1 million a day)?_____-_-- 75 | 21 | 4 
9. Should statehood for Alaska and Hawaii be considered se p- 

NT oh i 60 | 26 | 14 
10. President Eisenhower said, “The transition to a peacetime 

economy is largely behind us. The economic outlook is 

a ee ST ee ee eer ae 68 19 | 13 
11. Should the United Nations be abolished?___..........-_-..- 25 68 7 


Again, thanking you for your cooperation and hoping to hear from you on 

matters of mutual interest, 1 remain, 
Faithfully yours, 
STUYVESANT WAINWRIGHT, 

The CrarrmMan. Any questions? 

Mr. Davis. Mr. Wainwright, we are mighty glad to have you come 
in and state your views. 

1 would like to ask you, did you merely send out the questionnaire 
as you rei id it here, or did you give to the people any information as 
to what the questionnaire was based on! 

Mr. Warnwricnt. No, sir. I sent out the questionnaire exactly like 
this. That is why I wanted an opportunity to insert it in the record. 
And when I sent out the tabulation I just inserted the percentages 
after they were computed. 

Mr. Davis. The principal question you asked was whether they 
would like the postal budget balanced, and they said “Yes.” 

Mr. Wainwricur. Yes. 

Mr. Davis. That is all. 

The CHarrman. Mr. Moss. 

Mr. Moss. Mr. Wainwright, I am pleased you came here, and I think 
these questionnaires are very helpful to all of us, but, in using them 
for rate-setting purposes, do you feel this committee should approach 
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the question of rates on the willingness of the public to accept them 
or within a well defined policy determination ¢ 

Mr. Wainwricut. You asked two questions. The first is whether 
the American public should be allowed to participate in rate setting. 
My question was not whether a rate should be established or not. The 
American people leave that up to Congress. In the questionnaire | 
gave the question in the broad sense as to whether the deficit should be 
cut down by increasing the postal rates. There was no reference spe- 
cifically to increasing the first-class rate from 3 cents to 4 cents. And 
I do agree with your statement, rather than a question, that it should 
be left up to technical determination on the part of this committee. 
However, I do think that it is important politically, in that we are a 
great democracy, to know that the American people are not unwilling 
to accept an increase. 

Mr. Moss. That just justifies your faith that the American people 
are usually willing to share the load ? 

Mr. Warnwricutr. In Mr. Gross’s area I do not think the people 
are willing to share the load in the case of foreign aid, whereas in other 
areas they are. 

Mr. Moss. They have a very strong spokesman in Mr. Gross, 

That is all. 

The CHairman. Mr. Gross. 

Mr. Gross. Iam glad the subject of foreign aid came up. Mr. Wain- 
wright, I, too, am glad you are here this morning. 

You did not by any chance ask your constituents the question if they 
were willing to support a 10-year $5 billion give away program ? 

Mr. Wainwricur. I did not so word it, but it so happens I did. 
Would you like me to read it ? 

Mr. Gross. Yes, I would. 

Mr. Wartxweicur. The fifth question of 1955 says: 

Do you approve of President Eisenhower’s foreign trade program, lower re- 
ciprocal tariffs? 

The reply was 83 percent yes; LO percent no; and 7 percent no 
Opinion. 

In the 1956 questionnaire the first question was, “Do you favor the 
foreign-aid program?” And the percentage I do have before me but 
it is fairly close to this. It is above 70 percent and under 80 percent. 

Mr. Gross. I can understand a favorable reply to that kind of 
question. That would be more or less self-serving. You did not by 
any chance ask whether they thought we should have an overall 
balanced Federal budget, did you? 

Mr. Watnwricur. One of the questions I asked for 1956 was, 

“Would you favor a balanced budget before reducing taxes!” And 
while a very close percentage vote came out, the majority was in favor 
of blancing the budget before reducing taxes. 

Mr. Gross. That is all. 

The Cuamman. Any other questions? Mr. Alexander? 

Mr. Auexanper. Mr. Wainwright, of course we are delightel to 
have you with us and to have the results of your poll, but do you not 
think all the polls de pene, on the wording of the questions 

Mr. Wartnwricut. Mr. Gross said they were self-serving. 

Mr. Gross. I did not mean that unqualifiedly. 
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Mr. Watnwreicut. But you are correct, they are self-serving, no 
matter where they come from or who writes them, and very often the 
writer of the poll tends to load the question in the direction he wants 
the reply. Let us face the facts. Perhaps this question is loaded : 

Do you feel postal rates should be increased to reduce the postal deficit (now 
running $1 million a day) ? 

If you asked the question the other way, “Do you think the first- 
class rate should be increased to 4 cents? This will stick you X 
dollars a day.” That question would be loaded the other way. 

I do not think this question is too badly loaded. 

Mr. Avexanper. That is all. 

The CuatrmMan. Mrs. St. George. 

Mrs. Sr. Grorce. I am very happy my colleague from New York 
came here today, and I think the question on the whole is not too badly 
loaded. 

Mr. Warnwricut. Thank you, Mrs. St. George. 

The Cuatrman. The next witness is Mr. James W. Shields, appear- 
ing in behalf of the Printing Industry of America, Inc. 


STATEMENT OF JAMES W. SHIELDS, REPRESENTING THE 
PRINTING INDUSTRY OF AMERICA, INC. 


Mr. Surecps. Mr. Chairman and members of the committee, my 
name is James W. Shields. I am executive vice president and treas- 
urer of Judd & Detweiler, Inc., Washington, D. C. I am appearing 
before your committee today as a member and in behalf of the Print- 
ing Industry of America, Inc. Printing Industry of America is the 
largest national trade association of commercial printing establish- 
ments in the United States. Our membership is composed of over 
5,000 printers, lithographers, and allied trades who produce an esti- 
mated 85 percent of the total sales volume of the commercial printing 
industry. The printing industry is predominantly one of small- bust- 
ness establishments. Current statistics published by the Bureau of 
the Census reveal that of the 30,000 establishments in the printing 
and publishing industry, 29,000 employ less than 100 persons per 
establishment. <A priv ate survey made in 1951 reveals that less than 
| percent of the printing plants in the United States employed more 
than 500 persons. 

The membership of Printing Industry of America is broad and 
* presentative of the printing industry. We have within our mem- 
bership various sized establishments from the smallest to the largest. 
All the different methods of production of the printed product, in- 
cluding the supplies and equipment used in its production, are repre- 
sented in one form or another in our membership which encompasses 
all of the 48 States, the District of Columbia, and Hawaii. 

H. R. 9228, the legislation now before this committee for considera- 
tion, will affect in many ways the business of our members since it 
deals with first-, second-, and third-class mail rates. Material dis- 
tributed through the mail by business establishments must first be 
produced by printing establishments, whether the material be a simple 
post card notice, a duplic ated letter, a beautifully colored brochure, a 
magazine, book, catalog, or even the everyday business or social 
letterhead. 
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We are here because we are concerned that the recommendations 
of this committee and the possible action of Congress might have a 
more serious effect on the economy of some aspects of American busi- 
ness, particularly small business, ‘than is now already apparent. 

Our association at this time is opposed to postal rate increases pro- 
posed in H. R. 9228 because we do not believe sufficient facts are avail- 
able regarding the economic effects of this legislation. We have been 
unable to find a congressional study which indicates the extent of the 
possible effect which these increases will have on business. Studies 
which have been made do indicate the potential income to the Post 
Office Department through various rate increases, but there appears 
to have been no congressional evaluation of the effect of these increases 
on the American business system. It is our belief that the Congress, 
before putting into effect the proposals contained in H. R. 9228, 
should make an impartial evaluation of the effect which these increases 
will have on our national economy. 

May I say for my association that we will be willing and happy to 
cooperate with this committee in the undertaking of such an evaluation 
study. 

The Cuatrman. Thank you. Any questions? Mr. Moss. 

Mr. Moss. How would we make such a study, Mr. Shields ¢ 

Mr. Suteips. I think by enlisting the aid of associations such as ours. 
Probably there are many other associations that could supply factual 
information. 

Mr. Moss. Would it be factual or would it be arbitrarily deter- 
mined 4 

Mr. Surevps. I think safeguards could be included in the approach 
that would make it factual. 

Mr. Moss. Do you have an idea of the effect of the increases proposed 
in this legislation on the printing industry ? 

Mr. Sureips. Only to the extent that as far as our business is con- 
cerned we find that general commercial printing, when people are 
operating on limited budgets and there are increases, they reduce the 
quality of their product or they decrease the number of pages and take 
the color out of it so as to still produce the job for the same gross 
amount of money, so it would reduce our business, I think. 

Mr. Moss. I doubt very much that we would be able to undertake 
an evaluation of the impact of rate increases on various types of users. 
Because of the great conflict in testimony it would be an enormous 
undertaking. 

Mr. Srietps. I agree, but I think the fact you have such a wide 
range of opinion as to what the effect would be—some people say it 
would put them out of business and other people say they can take all 
that is necessary—there is a tremendous latitude, particularly with 
small business, such as our business, where it would have a very dis- 
astrous effect. It is our feeling that even if it is a tremendous under- 
taking it is your responsibility to try to find some way to at least have 
a study of it. 

Mr. Moss. The printing industry, as such, is not a large user of 
the mails? 

Mr. Sutevps. That is right, but our business is definitely propor- 
tional to the amount of business that our customers mail out. 

Mr. Moss. You think it might not be more helpful if we tackled the 
policy question and let industry know the ground rules under which 
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they would operate, rather than be faced with recommendations year 
by year on increases that are not based on anything? 

Mr. Suexps. I am sorry, I did not follow your “question. 

Mr. Moss. If we could lay down some ground rules, define policy, 
and let the publishers—I take it you print a number of the magazines 
published in Washington ? 

Mr. Suretps. We do. 

Mr. Moss. We could let those publishers know the proportion of the 
cost they would be expected to share. That might be more helpful 
than the present system, where year by year they do not know what 
increases may be asked. 

Mr. Stutps. Yes, sir. It is a worry that hangs over their heads 
all the time. 

Mr. Moss. We would have to do that before or after any such 
studies as vou recommend. 

Mr. Suteips. Yes, sir. 

Mr. Moss. You have no idea as to the procedure of such studies? 

Mr. Surevps. No, sir. I would have to study that. 

Mr. Moss. Do you not think that trying to undertake such studies, 
the size of the task itself would postpone unnecessarily the considera- 
tion of a revision of rates? 

Mr. Stieips. That would be possible. I do not know how long it 
would take. 

Mr. Moss. At the next session a new Congress will be sitting and 
might want to start all over again. 

That is all. 

The CrarMan, Any other questions? 

Mrs. Sr. Grorce. Mr. Shields, I notice you mentioned the printed 
semua You know, of course, that a few years ago we raised the 
rate on penny posteards 100 percent. Have you noticed any appreci- 
able reduction in the use of the postcards since that went into effect ? 

Mr. Suieips. We do not print posteards in our own business and I 
have no information on that. 

Mrs. St. Grorer. Thank you. 

The Cuairman. The next witness is Mr. C. P. Norgord, representing 
the American Humane Association. 


STATEMENT OF C. P. NORGORD, REPRESENTING THE AMERICAN 
HUMANE ASSOCIATION 


Mr. Norcorp. Mr, Chairman, I wish to present a brief statement 
on behalf of the humane, religious, educational, and nonprofit organi- 
zations of the United States. 

The Honorable Tom Murray, chairman, and members of the Post 
Office and Civil Service Committee, I am Christian P. Norgord, Wash- 
ington representative of the American Humane Association. The 
executive director of this association is Mr. Rutherford T. Phillips, 
with headquarters of the association at Denver, Colo. My office is at 
1617 Rhode Island Ave. NW., Washington, D. C., telephone srerling 
7 099 c 

As related to the competence of my testimony, it may be appropriate 
to state that I have served in my present position 10 years. Previous- 
ly I was Commissioner and Assistant Commissioner of Agriculture 
in the States of Wisconsin and New York for 28 years and for 10 
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vears was Professor of Agronomy and Superintendent of Farmers 
Institute of the Universities of Wisconsin and Arkansas. 

The American Humane Association, since 1877, together with its 
federated local societies and humane-minded individuals have served 
in the prevention of cruelty especially to children and animals, and in 
the development of kindness among citizens and all peoples of the 
Nation. There are now 600 local humane societies and over 8.000 
members of the association. 

This association and federation is sympathetic with and interested 
in the postal rates and in making such rates as nearly as possible cover 
the cost of the handling of the United States mail, and operation of 
he Post Office Department. 

It has been the policy of the Government for some years to give the 
idvantage to religious, educational, and other nonprofit agencies of 
lower postal rates in certain classes. 

In the postal rate bill of 1951 a paragraph was added to the bill 
stating in effect that none of the increases of rates stated in that bill 
should apply to religious, educational, nonprofit agencies such as the 
(merican Humane Association. This paragraph was a satisfactory 
protection of the above-mentioned nonprofit agencies. It became a 
section of Public Law 233 of October 30, 1951. It is also in United 
States Code, title 39, section 290a-1, volume 65, U. S. Stat. 673. 

Since H. R. 9228 and S. 3228. I have been told, do not change the 
text of the present law except to increase the rates, the above-men- 
tioned section would remain effective on any rates mentioned in H. R. 
9228, and S. 3228 that are enacted and become a part of the above- 
inentioned title 39 of the United States Code. It will therefore work 
to make such increases in the law noneffective upon educational, reli- 
vious, nonprofit organizations, including the American Humane Asso- 
ciation and its federated local societies. The exception is letter rates 
raised from 5 cents to + cents which applies to them. 

I have come to the above conclusion on consultation with officials of 
the United States Post Office Department and of the House Postal 
and Civil Service Committee. 

If this conclusion is correct and the section in the present postal 
law will make the increases presented in H. R. 9228 noneffective on 
the American Humane Association and local federated societies, the 
association has no complaint against H. R. 9228 and S. 3228. 

If the above conclusion is not correct, and the increases in H. R. 
9228 will apply ot the American Humane Association and its local 
federated societies, I must hereby, on behalf of our association and 
local societies, respectfully register a request to your honorable chair- 
man and committee to make the necessary changes in the text of the 
bill or otherwise make the stated increases noneffective to religious, 
educational, nonprofit organizations. 

The CnarrmMan. This bill does not increase the postal rates on non- 
profit, religious, charitable, philanthropic, and humane organizations. 
The same rates are continued. There.is no increase provided for such 
publications on second-class permits. Of course they would be affected 
by first-class and airmail. 

Mr. Noreoop. Our mail is principally second- and third-class. 

The CHarrmMan. Any questions? 

Thank you very much. 
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I have statements for the record presented by the following Members 
of Congress: The Honorable John W. Byrnes, Wisconsin; the Hon- 


orable Charles A. Vanik, Ohio; the Honorable Don Hayworth, 
Michigan. 


They will be inserted in the record at this point. 


STATEMENT OF REPRESENTATIVE JOHN W. BYRNES, EIGHTH DISTRICT, WISCONSIN 


Mr. Chairman, I wish to assure this committee, as one Member of Congress, of 
my vigorous support of H. R. 9228, the bill before you. 

The postal deficit, described so graphically to you by the Postmaster General, 
has long seemed to me to be an unconscionable burden upon the general tax- 
payer. 

It is an American tradition that those who benefit should pay the bill. It is 
implicit in every economic transfer. The commuter pays for his ride: the 
moviegoer for his seat; the dancer for the fiddler’s tune. No other citizen is 
asked to contribute for these services. 

So should it be with governmental services when we can measure their cost 
and determine exactly who they benefit, except in those cases where Congress, 
by separate action, deems that the general welfare is served by necessary and 
useful subsidization. 

We have not applied that principle to the postal service. 

The sender of the mail is the one who benefits from the service. His identifica- 
tion is certain and simple. Yet, he is not paying for the cost of his benefits, as the 
postwar postal deficit so clearly shows. He is paying a portion of the cost, and 
the rest is being paid by the general taxpayer, or rather by future taxpayers, 
with interest added. 

The general taxpayer is not synonymous with the postal user. We all use the 
mails, it is true. Most of us pay taxes. But some of us use the mails more or 
less than others, and some of us pay more or less taxes than others. It is 
neither fair nor logical to assess all taxpayers to pay for services used by some, 
particularly when the users can be so readily identified. 

As one measure of this unfairness, the Postmaster General has pointed out 
that business accounts for 75 percent of first-class mail and individuals for the 
remaining 25 percent. Yet, individuals pay 60 percent of Federal income taxes, 
and hence, 60 percent of the postal deficit. The proposed increase in this premium 
service will help compensate for this unfairness. 

It is incumbent on this Congress, I firmly believe, to enact legislation which 
will wipe out the postal deficit and hence, place the cost of postal service where 
it fairly belongs—on the users of the service. As regards equity between the 
various kinds of users, this bill represents a carefully studied approach. I com- 
mend it to the committee as it considers this much-needed rate increase. 

IT would like to say a final word about postal subsidization. There may well be 
areas where it is in the public interest to charge certain users for certain types 
of services less than the fair share of costs attributable to these services. 

It is my view that these subsidies should be considered each on their merits 
and each through direct legislation which reimburses the Post Office Depart- 
ment from general funds. 

It is not good government to do by indirection what cannot he done directly. 
Anv subsidy to certain groups or for certain purposes should be able to stand the 
light of direct scrutiny. Public opinion will support a justifiable subsidy ; it will 
not stand for an unjust one. Public opinion cannot operate upon subsidies which 
are hidden in comnlex rate structures. It is my hope that we can bring them 
out in the open, and TI believe the Commission proposed in title IT of this bill will 
serve to accomplish that end, besides providing, as the Postmaster General has 
said, greater flexibility in adjusting rates to meet changing conditions as they 
occur. 

I urge the committee to report this legislation favorably to the House. 





STATEMENT OF CONGRESSMAN CUARLES A. VANIK, 218T DISTRICT oF OHIO 


Mr. Chairman, your committee has devoted many thoughtful hours of de- 
liberation to H. R. 9228, the administration sponsored and approved postal 
bill designed to adjust the postal rates and for other purposes. 
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I would like very much to support and vote for a bill which will provide the 
needed increase in revenues in order to put the Post Office Department on more 
of a pay-as-you-go basis and provide an equitable method for obtaining the 
additional funds which will be required. 

I have no quarrel with the administration's desire to streamline its postal 
operations, but I do fear the attempt by the Postmaster General to delude the 
public into thinking that the primary responsibility for providing the cold cash 
for its program lies with the individual citizen whose letters to his neighbors, 
relatives, and creditors have been the backbone, the mainstay of the postal 
service. The 3-cent first-class letter has been and continues to be a profitable 
operation for the Post Office Department. 

It does not surprise me that it is this average citizen with no control over 
the cost of first-class postage who is asked to carry the burden of a disproportion- 
ate share of the operating costs of the Post Office Department under an admin- 
istration which dedicates itself to a trickle-down theory of economics. 

Representatives of the Post Office Department including the Postmaster Gen- 
eral have testified as to the timeliness and need for increasing revenues to put 
the Department on a self-sustaining basis. What their voluminous testimony 
does not reveal is that the user of first-class postage is being asked to subsidize 
the big publishing houses. A proposed $300 million increase in hiking first-class 
postage does not appear to be a fair way to treat the users of first-class mail 
who, in 1954, mailed 3-cent letters to the tune of a $58 million profit, and 
last year made a $62 million profit while the large publishing houses which 
used second-class mail at a $232 million loss to the Post Office Department 
are only asked to pay an increase of $17 million for the next 2 years. The users 
of third-class mail, circulators of advertising and letters who cause an annual 
$147 million deficit to the Post Office Department, are asked to merely make up 
around half the loss with a $77 million increase in the postal rates for third- 
class mail. 

In its proposal, the Post Office Department does not recognize the differential 
of income over expenditures which arose from first-class mail as “profit.” They 
conveniently claim that this excess represents “other rate-making factors which 
must be considered in establishing fair and reasonable rates.” What this means, 
I do not know, except that it is used to justify an increase in first-class mail costs 
and to justify a subsidy to the big publishing houses. If there is to be a subsidy 
to this important industry, let it bear its proper label. 

Mr. Chairman, I feel it would be a gross disservice to the people of my 
district, who are primarily first-class users, if I did not vigorously oppose a 
proposal which places an unfair portion of the burden of the operating cost 
of the Post Office Department on their already overburdened pocketbooks. 


STATEMENT OF Hon. Don HAywortTH, MEMBER OF CONGRESS, SIXTH DISTRICT, 
MICHIGAN 


Mr. Chairman and members of the committee, in behalf of millions of users of 
first-class mail, I want to oppose the drastic increase in first-class rates recom- 
mended by the Postmaster General and the President. 

First-class mail has traditionally paid for itself. In fiscal year 1955, a profit 
of over $62 million was made on first-class mail. With the rising productivity 
of postal workers, which is parallelling that of other industries, there is every 
indication that, despite pay increases, first-class mail in the future will continue 
to pay its own way. 

In any event there is no possibility whatsoever that losses on first-class mail 
will approach the tremendous current losses on second- and third-class mail. 

To propose, as the Post Office Department and the President do, to put the 
burden of the greatest rate increase on the class of mail that has been paying for 
itself is clearly discriminatory. If the Federal Government is going to subsidize 
the users of second- and third-class mail, let it be done openly and fairly, from 
tax revenues, and not through subterfuge and deception. 

To increase first-class rates by $295 million a year while increasing second- 
class rates—largely responsible for the Post Office deficit—by a mere $17 million 
is clearly putting the interests of a few large publishers before the public interest. 
To allow a multimillion dollar third-class deficit to continue at the expense of 
first-class users seems even more inexcusable. Advertising clearly has no 
legitimate claim to public subsidy. 
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Under the present rates, and even more under the proposed rates, we lay our- 
selves open to the suspicion that we are bought by and subservient to the 
special interests. 

I am even more disturbed by occasional statements regarding cost ascertain- 
ment to the effect that it may not be accurate and that, therefore, we should 
not depend upon those findings for the purpose of ratemaking. If this claim 
is true, only the Post Office is to blame for the inadequacy of the method. But, 
the more serious implication is that this method is not being challenged because of 
suspected inaccuracy, but because it does not bear out the kind of conclusions 
desired. We are bound to suspect that those in control may possibly be inclined 
to so change the method of cost ascertainment as to tell the story they want 
told. 

I favor balancing the Post Office budget, but let us do so by making all classes 
of mail more nearly pay for themselves, rather than further burdening the 
users of first-class mail for the benefit of those who use second- and third-class. 


That concludes the hearings this morning, and the hearings will be 
recessed until Tuesday morning at 10 o'clock. 

(Thereupon, at 11:45 a. m., the hearing was adjourned until Tues- 
day, April 17, 1956, at 10 a. m.) 
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TUESDAY, APRIL 17, 1956 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Post OFrFice AND CIVIL SERVICE. 
Wash ington, Do. 


The committee met at 10 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) pre- 
siding. 

The Cuatrman.The committee will come to order. 

Hearings will be resumed by the committee on H. R. 9228, a bill 
to increase certain postal rates. This morning we are pleased to have 
with us the Secretary of the Treasury, Hon. George M. Humphrey, 
who is here upon my invitation as chairman of the committee. 

On April 11, 1956, I addressed the following letter to Secretary 
Humphrey 


DeAR Mr. SECRETARY: As you probably know, we are currently holding hear- 
ings on a proposal by the Postmaster General to increase postal rates on first-, 
second- and third-class mail. During the hearings some witnesses have pointed 
out that in the case of business mail, postage is an expense which is deducted 
before taxes. As a result, the net increase to the Treasury will not be all that 
is visualized in raising these rates. 

Also, it has been pointed out that there may be a reduction in total income 
because of reducing business activities which are presently generated by ad- 
vertising carried in the mail. This latter, of course, is on the assumption that 
business would be reduced if the rates are increased. At the hearings, mem- 
bers expressed the desire that they have the benefit of your views with respect 
to this problem and specifically as to the effect on revenues and the budget 
of increases in postal rates or of a failure to increase them. 

I am sure that a date mutually convenient can be arranged. We plan to hold 
hearings from 10 a. m. to 12 a. m. through the rest of this week and each day 
of next week except Monday. It is suggested that possibly Tuesday, April 
17, may be a mutually convenient time. 

I would appreciate hearing as to whether you can appear and whether this 
date will be satisfactory to you. 

With best wishes. 

Sincerely yours, 
Tom Murray, Chairman. 


Mr. Secretary, we are glad to greet you and you may proceed just 
in your own style and manner. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY 


Secretary Humeurety. Mr. Chairman, I am deiighted to have the 
opportunity to be here before this committee and on this particular 
subject, just as you have outlined it. I have a prepared statement, 
and if it is agreeable to you, I will read it and then I will try to an- 
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swer such questions with respect to it as any of the gentlemen might 
wish to ask. 

The Cuatrman. That will be quite satisfactory, Mr. Secretary. 

Secretary Humpnrey. Mr. Chairman and members of the com- 
mittee, I am glad to appear before this committee in support of H. R. 
9228 which carries out the proposal of the President and the Post- 
master General designed to reduce the deficit of the postal service for 
the fiscal year 1957 and make the department as self-supporting as 
possible in future years. 

The chairman’s letter inviting me to appear today indicated that 
the committee would like comment on how this bill will affect the 
Government's budget situation. The bill before you would increase 
poe al revenue by about $400 million a year. Failure to enact this 

bill, on the basis of simple arithmetic, would, to all practical pur- 
poses, eliminate the very thin $400 million surplus which the Presi- 
dent’s January budget envisioned for fiscal 1957. It just happened to 
be almost exactly the same figure. 

Balancing the Government’s budget is not academic or simply a 
bookkeeping exercise. It is the very keystone of financial responsi- 
bility. In a home you can’t spend ‘continually more than you earn 
and not get in trouble. The same is true in a business; and the same 
is even more true in government. With the enormous debt that our 
Government now has, it becomes a matter of extreme importance. 

The prosperity which is widely shared in this country today is, in 
large part, inspired and sustained by confidence in the Admuinistra- 
tion’s determination and success in getting the Government’s financial 
affairs on a sounder basis. Americans realize that continued heavy 
deficit financing by the Government contributes to the pressures for 
inflation. And inflation robs people of the value of their earnings 
and savings. Getting and keeping the Government’s budget in bal- 
ance has a very real, practical bearing upon the jobs and earnings and 
well-being of every citizen in America. 

That is why we all must work to accomplish the things which will 
help balance the budget and kee D it in balance. The proposal to 1n- 
crease the revenue of the Post Office Department. and so cut its annual 
operating deficit, is one of those things which should be done to help 
put the Government’s financial house in better order. 

We all appreciate the basic importance of efficient mail service in 
this Nation. It is vital to communications between nearly all of the 
people in America. It is also vital to the mass ge gran of publica- 
tions which provide the wealth of information read by Americans 
every day. 

But there is no reason which justifies our postal service piling up 
more heavy deficits as each year goes by which must be paid from 
general revenues. In the past 10 years, the cost of the Post Office 
fiaea thine exceeded its income by nearly $5 billion. This means 
that 85 billion of additional deficits have been added to our public 
lebt, with the result that the taxpayers not only have the debt to 
pay, but also the extra interest on that additional amount of an 
already too large public debt. 

We cannot justify, particularly in this period of high prosperity, 
this dodging of the cost of mail deliveries and passing it on to our 

hildren and children’s children. That is exactly what we do when we 
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fail to put the Post Office Department on a pay-as-you-go basis. It 
seems right and proper to me that those who use the mails should p: Ly 
whatever equitable rates are required to make the postal service se If- 
supporting. 

i see no logic in the arguments of those who suggest that the Post 
Oflice Department should properly have its deficit made up from 
veneral tax funds because it is a public service institution. The im- 
portant point is that Public Law 137 of the 82d Congress established 
the policy that “measurable service” when per formed for identifi: able 
individuals should be “self-sustaining to the fullest extent possible.” 

Persons who use the mail do so only because they wish to, with me 
full knowledge of what the cost will be. The user of the mail is in 
ho Way comparab le to the individual who suddenly needs ae? or 
firemen in an emergency over which he has no control. 

It is only consistent with fair play, as well as with the intent of 
Congress, that the Post Office Department should be maintained on a 
self-supporting basis. 

Under the direction of Postmaster General Summerfield, a per- 
sistent, determined and effective search for possible economies have 
veen made throughout the past 3 years. That search is being con- 
tinued, but it cannot realistically be expected to solve the deficit prob- 
lem which has been running at nearly half a billion dollars a year. 

It would not be realistic because the Department’s great service to 
all of us makes it necessary that it be maintained at a very high 
standard. It would be poor economy to so reduce expenses that these 
high standards were lowered. When we realize that our population- 
and thus the number of our post office patrons—is increasing by more 
than a million people yearly, it becomes perfectly clear that the 
problem of putting the department on a self-supporting basis becomes 
more and more Important as each year passes and can only be done by 
equitable increases in rates and not alone by reducing costs. 

[ am not qualified to discuss the specific rate increases by which this 
yearly deficit problem should be met. But I do know that it is of basic 
importance to the fiscal integrity of our Government that the problem 
should be met. 

The suggestion that any substantial part of increased postal rates 
would be offset by reduced corporate income tax receipts is not real- 
istic. Postage pi aid by business concerns is an ele ment of their costs, 
and an increase in costs is ordinarily reflected in prices or absorbed in 
some other way. 

There is no more reason to refrain from charging adequate postal 

rates because of its effect upon taxes than to fail to try to make money 
in any other enterprise because over half of it will go to the Govern- 
ment, 

Even if the post office is considered as a service arm of the Govern 
ment, its rates should be considered to be a user tax paid in proportion 
by those who use the service and adequate to pay for it in full without 
deflecting general revenues in the same manner as toll highw: ays and 
other user tax items. 

1 urge you to pass this bill to protect the Government’s revenues, to 
reduce its losses, help to balance its budget, strengthen its financial 
position and let the users of the service fair ly and equitable pay for its 
use in proportion to their respective benefits. 

The Cuairman. Thank you, Mr. Secretary. 
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Are there any other comments you desire to make before I ask any 
me ‘mber of the committee if he or she has any questions ? 

Secretary Humpnrey. Have I a further comment? 

The CHarrman. Yes, sir. 

Secretary Humpnrey. I think no, Mr. Chairman. I think that 
covers the matter. 

The CHarmman. Mr. Rees? 

Mr. Rees. [ have no questions. T just want to express my appreci- 
ation for your coming here this morning, Mr. Secretary, and giving 
us your views with respect to this proposed legislation. 

As usual, you are forthright in your statements, and we especially 
appreciate that. We are glad to have vou here. 

Secretary Humpnrey. Thank you, Mr. Rees. 

The Cuamman. Mr. Moss? 

Mr. Moss. Mr. Secretary, in the statement that rates should be 
considered as a user tax, haven’t we an entirely different approach 
than if we consider them as equitable rates for the payment of a 
service ? 

Secretary Wumpnrey. I think that they ought to be paid for as a 
service. Of course, you come out the same place arithmetically, which- 
ever way you approach it, but I think that realistically, the Post Office 
Dep: tment should be treated as a service which people buy and pay 
for in exact proportion to the use they make of it. 

Mr. Moss. Historically Congress has segregated the mail into 
classes and has established separate rates for each class. In the first 
class, the present cost ascertainment shows that it pays its allocated 
costs—maybe that isn’t a properly weighted cost. but nevertheless, 
under cost ascertainment, the first class reimburses fully the cost allo- 
cated to it. 

The proposal we have before us would add an additional amount of 
around $300 million to the first-class users of mail to underwrite losses 
which appear to occur on second- and third-class. 

Is that an equitable allocation of rates. to underwrite costs, or 
should each class pay its allocated cost ? 

Secretary Humpurey. Mr. Moss, I don’t pretend to be in any wav 
=p. sok in the fixing of rates. I don’ know anything about that, and 

T don’t know anything about the history or the detail with which 
rates have been fixed in the ag Office Department. 

What I am urging is this: I am urging you to have a proper 
allocation of pricing ‘made for ie service that is rendered, and then 
let the people who use the particular classes pay the proper prices 
for it. 

You can price this service just the way you can price any business 
service. You have a lot of things in making the prices of any com- 
modities where you have a var ied service or various commodities that 
vou sell in any line. You have a way of reaching proper and equita- 
ble pricing for the various commodities that you sell. T think the 
Post Office should do the same thing. 

Mr. Moss. In other words, we have in fixing prices in business 
polic; ——— 

Secretary Humepurey. That’s right. 

Mr. Moss (continuing). But in the Department at the moment we 
appear to have no policy as to the proper allocation of the costs of 
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a post office opel ration. Despite the statement that it appears to 
be the intent of Congress that the Department be self-supporting, it 
has rarely ever been ‘self- -supporting, and Congress has from time to 
time granted preferential rates, taking the rates in context with the 
operating experience of the Department which seemed to show that 
there was no intent that the Department be a self-supporting business 
opel ration. 

If it is to be one, shouldn’t the Congress say that it is to be self- 
supporting, and then determine a policy for the proper allocation of 
the costs of the services rendered by the Department so that we then 
have a policy upon which we can base rate increases / 

Secretary Humpurey. I think in a sort of a way, the Congress has 
already said that the business should be self- -supporting. In the ap- 
propriation bill on the special items in the executive department, 
the special branches of the executive department, Congress used 
some very excellent Janguage indicating its general attitude with re- 
spect to those partic ulars. 

I understand that was not with respect to the Post Office directly, 
but it fits all of the branches. ‘This bill is H. R. 3880, passed by the 
82d Congress, and it provides that it is the sense of Congress that 
any work or service performed by any of the agencies shall be self- 
sustaining to the fullest possible extent, and to subscribe, therefore, 
such fees or charges to be fair and equitable, taking into consideration 
the cost to the Government and the value to the recipient. 

Those are the quoted words, but there are a lot of others inter- 
spersed which, in no way change the meaning. As I say, I am in 
no way qualified to pass upon or criticize what the Congress has done 
in the past, nor am I qualified to give you the formula as to how you 
would proceed in the future, but when you have-—and I would like 
to confine my remarks and my definite statement just to this—that 
when you are running at a $400 million or $500 million deficit, 
rendering a service to the public—the Post Ollice Department—L be- 
lieve that it should be repriced and that the repricing should be fair 
and equitable in relation to the users of the service and that you should 
break even in this Department and it should not become a burden on 
the general charges. 

Mr. Moss. One of the problems we have is what becomes fair and 
equitable. If we apply the criteria used in Public Law 137, which 
you just referred to in quoting your statement, “the measurable serv- 
ice when performed for identifiab le individuals should be self-sustain- 
ing to the fullest possible extent,” we can measure the service which 
is rendered to the users of the first-class mail, and we can fix a rate 
to underwrite the cost in rendering that service. 

We can measure the service or the value of the service performed 
for the second-class mail. We are told that there is an aggregate 
total profit after taxes of about $30 million a year for the major 
publishers and that they could not absorb the 500 percent increase 
which would be necessary to fully reimburse the Department in the 
costs of handling the second-class mail. 

Therefore, we have to determine to what extent it is possible to 
make that operation self-supporting. If it isn’t possible to a major 
extent, it appears now that at least 78 percent of the cost cannot be 
recovered from rates or currently is not being recovered from rates. 
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Should those additional costs be placed on other identifiable groups of 
users of the mail? 

Secretary Humpnrey. I am very sorry; I am not qualified to price 
your product, but I am very sure you can get the people who are. 
Tt is a job that can be done. It is simply that I am not qualified 
in that field through knowledge or experience in this field. 

Mr. Moss. Don’t you feel from your knowledge and experience, 
which is very extensive in business, that in pricing any product you 
have to have some underlying policy as the basis for your pricing ¢ 

Secretary umpnrey. "There are a great many things that have to 
be taken into consideration in pricing your product, and I don’t see 
why you can’t work it out here just as any other place. 

The Carman. Mr. Corbett ? 

Mr. Corser. Mr. Secretary, along the same line, and not getting 
into the technicalitis of ratemaking, ‘the one question I have is if the 
Congress decides, as a matter of policy, to have the post office perform 
certain services at a calculated loss, don’t you believe it would be 
unfair to charge those costs to the other users of the mail, rather than 
to the general Treasury ? 

T will give you an example. For years and years we carried the 
mail for the departments, penalty mail, we carried the franked mail 
for the Congress, and we applied the airline subsidy, so that over a 
10-year period possibly the Department lost as much as $2 billion in 
services extended at a calculated loss. 

We are presently distributing some mail at a preferential rate that 
may lose upward of $30 million or $40 million a year. My question is 
as to whether or not those calculated losses should be charged to the 
other users of the mail, or whether they ought to be charged to the 
general Treasury ? 

Secretary Humrurey. Mr. Corbett, you are getting into a pretty 
technical field that requires a great deal of knowledge. As I say, I 
have not the knowledge in this ‘particul: ir field to get into that. 

Occasionally, as you all know, you look at any grocery store or 
drugstore and occasionally you will see them run a joss-leader. When 
you run a loss-leader, that loss, whatever it may be, has to be absorbed 
in the general overhead of the operation. 

That doesn’t mean they are going to run at a loss or go bankrupt. 
It simply means that they readjust rates elsewhere to take care of it. 
Whether it is good business to run a loss-leader or not is a question 
you have to know a lot about, and I really just frankly don’t know 
enough about the post office business to try to be helpful to you gentle- 
men in this particular field. 

Mr. Corserr. I appreciate the gentleman’s frankness there, and I 
was trying to stay out of the technicalities of it. 

Let’s take the situation that we provide a penny rate for certain 
mail of philanthropic and charitable nature, so we send it along for 
a penny an item. There is necessarily a loss resulting. It is the 
theory or contention of some of us that where we deliberately carry 
mail at a loss, that is done as a matter of Government policy for the 
general welfare and, therefore, should be charged to the general fund. 

Secretary Humrnrey. I think you are taking an awful lot for 
granted when you start running various things at losses to charge 
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them to the general welfare. It may be that you could find something 
that was so necessary to the general welfare that it could properly be 
charged to that, but I would think that with a service agency such as 
the Post Office, that the Post Office ought to stand on its own feet and 
you ought not to be changing things to the general welfare. 

You ought to price your goods in such a way that you pay your 
bills as you go. If you don’t, you do exactly what you have done for 
the past 10 years, which is to let you get your mail and send your Cre 
and have your children and your grandchildren pay the de ficit of $ 
billion that we now have bonds outstanding for that we are aie 
interest on. 

If you can tell me why your children and grandchildren should pay 
vour bill for the mail you are receiving today, that is a problem I 
would like to get an answer to. 

Mr. Corserr. I would like to attempt to answer that, but I won't 
under the circumstances. 

The Cuarrman. Mrs. St. George? 

Mrs. Sr. Grorce. Mr. Chairman, I have no questions. I want. to 
commend the Secretary on his statement, which. I think is very forth- 
right and excellent, and I am particularly glad that we see it from the 
Treasury side, which is the balanced budget. 

I think it is most important not only that we balance the budget, 
but also that we pay something on our debt, which is far too big at 
the present time, and cut our interest charges slightly. Certainly any- 
thing that can be done in Government to help balance the budget I 
think should be done at this time, even if it comes to raising some postal 
rates very little, because as you know, Mr. Secretary, even in this bill 
there will be a great many services rendered far below their cost. 

Thank you. 

Secretary Humpnrey. I would just like to say that if that feeling 
pervaded every Department of Government, we would have a better 
country, in my opinion. 

The Cuamman. Mr. Gross? 

Mr. Gross. Mr. Humphrey, you recognize a postal rate increase as 
a form of tax, I assume? Let me leave out the increase. 

Secretary Humrurey. I wouldn’t think so, Mr. Gross. I really 
wouldn’t regard it asa tax. I think it isa payment for a service, and 
I think it is quite different from a tax. 

You pay tolls when you ride on a highway on a toll road. That 
isn’t really a tax. If you want that extra service, you pay for it as 
auser. I thing there are a lot of things that can be paid and should 
be paid, things that are of use to the individual in proportion to the 
smear of use he makes of it, and I think the Post Office is like that. 

Mr. Gross. I question whether a toll road is a good comparison. I 
can drive to Iowa and not use a toll road, but I can’t send a first-class 
letter without using the Post Office Department. The postal service 
is a monopoly but I don’t believe toll roads have a monopoly on the 
highway system of the country. 

Secretary Humpurey. It is a Government service. It is a Gov- 
ernment service that is rendered. You, of course, can, if you want to, 
send a telegram, or you can call up on the telephone. You don’t need 
to send a letter. 
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Mr. Gross. Of course, I could walk or hitchhike, or something of 
that kind, but I don’t believe that is quite the answer to the question. 
Do you anticipate a balanced Federal budget ? 

Secretary Humpurey. I do, Mr. Gross. 

Mr. Gross. Beginning as of this fiscal year ? 

Secretary Humpurey. I do. I believe we are going to balance the 
budget on the 30th of June. I hope so and I believe we will. 

Mr. Gross. Then projected into another year, will we have a bal- 
anced budget ? 

Secretary Humrurey. I hope so. We are going to move heaven 
and earth to do it. 

Mr. Gross. I wonder, if $5 billion is spent on foreign countries, if 
we will? 

Secretary Humpnrey. I think that subject is for another committee 
to evaluate and the subject of another Department. 

The Cuarrman. I agree with the Secretary. That is not before our 
committee. Let’s not get into the field of foreign aid. 

Mr. Gross. Of course, business people come before the committee 
in opposition to this bill, and they are uncertain about the future as 
to taxes, inflation, and so on and so forth. They are going to have 
to pay taxes in order to balance the budget. And if we have a 
deficit next year, one of the reasons will be the $5 billion foreign 
handout program. 

oe tary Humpnrey. Mr. Gross, I am not trying to duck that issue. 

Mr. Gross. It plays a part in this picture. 

Secretary Humpnrey. If that is a subject that this committee wants 
to get into, Lam perfectly glad to do it. 

The CHatrman. I don't think so. Of course, I don’t agree with 
Mr. Gross about foreign aid. I think it is essential to the defense of 
our Nation. 

Mr. Gross. What is that ? 

The Cuatrman. I say I think foreign aid is essential to the defense 
of our Nation. 

Mr. Gross. I rather think the mail service has its element of defense 
to this country, too, and I am just a little bit weary of hearing this 
business of defe nse brought up as being the lone, supporting argument 
in favor of giving away another $5 billion to foreign countries. I 
think it has its place in this argument. The people of this country 
use the mails and are going to have to pay for that, too. 

Mr. Humphrey. I got the other day through the mail this brochure 
from Seagram's Distilleries. Advertising is given important con- 
sideration in the fixing of a rate structure by this committee. It 
seems that we have gone from old-fashioned advertising and the 
content of old-fashioned advertising to institutional advertising by 
people who, for some reason or another, seem to think that they are 
great humanitarians and great patriots by putting out this sort of 
thing. 

[ understand that you probably don’t reach into Canada to tax 
Seagram's whisky, but you do tax it in this country. 

Secretary Humpurey. We tax it if they sell it here. 

Mr. Gross. Yes, and they do sell it here. I think you agree with 
that. 

Secretary HuMPHREY. 


That’s right. 
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Mr. Gross. And plenty of it. I am just wondering when they can 
put out this sort of a thing—and I hope you get a copy of it and 
look at it—all dedicated to the : alleged accomplishments of the United 
Nations—if it is written off as a deductible tax item. 

Of course, on the first page it carries the picture of the President 
of Seagram’s, William S. Bronfman. 

Mr. Rees. Will the gentleman yield ¢ 

Mr. Gross. Yes. 

Mr. Rees. I think the gentleman might join with me and go before 
the committee that has legislation pending that will do away with 
all this advertising of liquors. Have you been before the committee 
on that Siler bill? I have been over there and tried to get the com- 
mittee to bring it out. 1 thought you might join with me in the 
thing. 

Mr. Gross. I don’t believe it applies to quite this sort of thing, 
Mr. Rees, and I would say to the gentleman that I hope he will be 
on the House floor when the State’ Department appropriation bill 
comes in which may provide for $1 million worth of liquor. 

Mr. Rees. Not only that, but I will be there asking to reduce it. 

Secretary Humpurey. I suppose it has a little to do with whether 
it is old-fashioned advertising or advertising old-fashioneds. 

Mr. Gross. Last year the State Department bill provided for, as I 
recall, $575,000 for whisky. 

The Cuairman. Let’s get back to the postal rate bill. 

Mr. Gross. That will be a part of the deficit if we have one. 

Secretary Humpurey. I hope we won’t, Mr. Gross. We are making 
a terrific effort not to have a deficit and, of course, you can’t guarantee 
anything in this world, but I really believe we will not have a deficit 
this year and we are making a terrific effort not to have a deficit next 
vear. 

Mr. Gross. I go along with you and I hope we do have a balanced 
budget, and you can be sure that L will do what I can to see that we 
havea balanced budget. 

But let’s not take it all out on the users of the mail in this country. 

Secretary Humpurey. Mr. Gross, if we don’t get $400 million here 
and $200 million there, and $100 million some other place, we can’t 
balance the budget. There is no mystery about this. You can’t mak: 
any grand gesture or anything of that kind. 

The way to balance this budget and the way to handle expenses is 
just the way you do in your own family or in your own business. This 
stands on its bottom here and this stands on its rate base here and that 
we don’t spend too much there, and going over the whole thing, and 
foreign aid, it is just as important to have that in the right kind of 
shape, or military security, it is just as important to have that figure- 
in fact, that is our biggest figure, and it is vitally important that we 
try to get a proper balance when our nec essity for our security and 
what we can afford to spend, and we have to balance it and we work at 
it days and days and days at a time. 

All of this is important and this $400 million is just as important 
as any other $400 million in the whole thing. 

Mr. Gross. I am delighted to hear you say that we ought to get 
foreign aid in its proper perspective. I learned the other day that 
up to 1954 we had turned over to the British $114 billion to balance 
their budget out of our counterpart funds. 

754038—56 44 
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Secretary Humpnurey. Today the British are not getting a dime. 

Mr. Gross. Perhaps in direct aid they are not getting a dime, but 
they are getting military assistance, which is a form of economic assist- 
ance. I believe the gentleman will agree with me on that. 

Secretary Humpnrey. No. No. The British is reduced very, very 
substantially, and there is no economic aid to Britain at all today. 

Mr. Gross. But they get military assistance. 

Secretary Humpnrry. Relatively very small, and it has been re- 
duced greatly in the last 3 years, ¢ and T am not sure there is even any in 
the next budget. I can’t say positively. 

Mr. Gross. There won’t be a penny if my vote depends upon their 
getting it. That’s all for this time. 

The Cratrmanx. Mr. Secretary, I believe there is $350 million in 
the budget based upon anticipated increases in postal rates. 

Secretary Humpurey. That is correct, Mr. Chairman, and if we do 
not get that, we will be just that much short in our estimates of bal- 
ancing the budget. 

The Cuatrman. Mr. Cretella. 

Mr. Creretia. Of course, Mr. Secretary, you didn’t tell us how 
much is spent for Iowa corn and Towa farm relief. Can you? 

It seems my friend is so hostile against foreign aid. I am just as 
vehement against farm aid. You don’t know in this Seagram’s re- 
port how much is in there for Towa corn? 

Secretary Humpurey. I am afraid I am not posted on the details 
of that. 

Mr. Creretia. IT commend you for your fine statement. 

Mr. Gurser. Mr. Secretary, I want to thank vou for bringing a lot 
of commonsense to this committee room here today. I have one ques- 
tion, and I would like to call upon your experience as a businessman 
for the answer. 

For example, take gold and platinum in the market which is in the 
form of finished jewelry. Platinum is much more expensive than 
gold, and T think it is logical to assume that the amount of work which 
oes into the handling of the two metals is about the same, but because 
one, due to its scarcity, has more inherent value, consequently it is 
priced higher. 

In business, is it the custom to set prices solely upon the basis of 
costs, or does not business oftentimes and most times consider the in- 
herent value of the product they are offering and let that enter into the 
price ? 

Secretary Humpurey. They do very often, and I think very prop- 
erly. 

Mr. Gurser. To tie down the point I am trving to establish, first- 
class mail, because of its special handling, has more inherent value to 
the person purchasing the service, and, consequently, costs are not the 
only consideration which should enter into the pricing of first-class 
mail. Would you agree with that statement ? 

Secretary Humpnrey. Again, let me say that I am not sufficiently 
advised about this to get into the particular merits of any kind of 
mail, but cost is not the only thing that can be considered in pricing. 
You can consider other things, and should and do. 

The CHatrman. Mr. Cederberg. 

Mr. Creperserc. I just want to say, Mr. Secretary, T agree with you 
completely that postage rates are not a tax in any way whatsoever, and 
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I think if this committee ever reaches the point where it feels that they 
are a tax we ought to turn it over to the Ways and Means Committee. 

In all of your experience before the Ways and Means Committee, 
have you ever heard them complain that the House Post Office and 

Civil Service Committee has taken over their prerogative as far as 
pi is concerned ? 

Secretary Humpnrey. No, I never heard that. 

The Cuairman. Mr. Henderson. 

Mr. Henperson. Mr. Secretary, your presence and comments here 
have been very helpful. I wonder if you would have an opinion upon 


the possible effect, if any, of this increased rate upon American busi- 
/ 


hess ¢ 

Secretary Humpurey. Yes. I don’t think that it would have any 
effect on American business as a whole; that is, I don’t think that the 
matter of an additional $400 million in a $400 billion economy is an 
appreciable item at all. 

In some specific case, it might have some effect. I don’t know as 
tothat. There might be one individual, or one business, or something 
that might be affected, but after all, what we have to do in all of these 
things 1s readjust and continually readjust prices and cost, and it is 
something that goes on In every business every day. 

Mr. Hennerson. Thank you. 

The Cuarrman. Mr. Johansen / 

Mr. Jonansen. Mr. Secretary, [ appreciate very much your state- 
ment. One of the circumstances which prompted inviting you here 
was the argument that was advanced by some of the witnesses for the 
publishers, newspapers and magazines, that any increase in rates 
would run the risk of the law of diminishing returns; in other words, 
that the increased costs were such that they could not be absorbed, o1 
at least not to the degree proposed in this bill. 

I would like, having that in the back of our minds, to direct two 
questions to vou: No. 1, we have heard a great deal said here by wit- 
nesses and others that we need a policy to be established. As to the 
point | you are making, the fact that public law does, in effect, establish 

. policy in providing that measurable service, when performed for 
identifiable individuals, should be self-sustaining to the fullest extent 
possible, constitutes an already existing policy ; doesn’t it ? 

Secretary Humrurey. It very explicitly constitutes an existing pol- 
icy with respect to the items in that particular appropriation bill, and 
[ think by analogy, it should be right straight through the Govern- 
ment. 

Mr. Jouansen. Without getting into the details of specific classes 
and rates for the classes, the phrase “self-sustaining to the fullest ex- 
tent possible.” I would assume, implies to the fullest extent possible 
with due regard for the law of diminishing returns. In other words, 
certainly you are not advocating a rate increase which would drive 
any publishing industry out of business ? 

Secretary Humpnrey. No, I think that is right, but very frankly, 
we are much nearer the law of diminishing returns in our taxation and 
our general revenues than we are in any postal rates. 

We are getting right up to the law of diminishing returns in our 
taxation, which is too high and should be reduced. 
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Mr. Jonansen. In other words, the alternatives are to increase the 
user payment for services or go beyond the law of diminishing re- 
turns? 

Secretary Humprrey. Somebody is going to pay for it. Is the 
fellow going to pay for it who uses it, or are you going to charge 
it to the general taxpayer, or, as you have been doing, ¢ char ge it to your 
grandchildren and make them pay interest in the me: intime ? 

Mr. JoHANsen. Lappreciate that statement. It emphasizes the pos- 
sibility I wanted to make clear. 

Mr. Gross. Mr. Chairman, I don’t know just what the gentleman 
from Connecticut was referring to a little bit ago when he talked 
about farm subsidies and foreign aid. I don’t know whether he is 
more interested in the economies of foreign countries than he is in the 
people of this country. I will let it stand as it is. Apparently he 
is more interested in the economy of foreigners than he is in the econ- 
omy of this country. 

Mr. Humphrey, this bill provides for a commission to establish 
rates. Do you think that is a good provision ? 

Secretary Humpurey. I don’t know, Mr. Gross. As I say, IT am 
very sorry to not have all the answers here, but I am just not in the 
post office business. Iam in the Treasury, and talking about our over- 
all situation, our overall picture. 

The detail of the post office, IT don’t know. I don’t know whether 
outside help such as a commission is desirable, or whether it is better 
for it to be done by this group, or on recommendation of the mana- 
gers, or just how. All I am saying is that there isn’t any insuperable 
problem of pricing the product to come out right and I think it is just 
a matter of getting at it in the most practical, orderly way and getting 
it done. 

Mr. Gross. Would you think a commission for the establishment 
of corporate and income tax rates would be a good thing, giving three 
persons complete power to establish taxes imposed upon all business 
and individuals? 

Secretarv Humenrry. There have been many times when you have 
had special groups who advise with respect to particular things, and 
all that. 

Mr. Gross. T understand, but this commission would have complete 
authoritv—and that is a part of this bill—to fix rates, binding rates, 
upon the people of this country. 

Do vou think that a commission ought to be established to fix cor- 
porate and income taxes on the same basis? 

Secretarv Humpurey. You are getting into the detail of the man- 
agement of the Post Offiee Department, and T don’t pretend to know 
that. 

Mr. Gross. That is a policy that would be established under this 
bill. 

Secretarv Humenrey. T am not going to testify about how you run 
the Post Office. That is not my job. T am sorry. 

The Crraman. Mr. Secretary, I wish to thank you for your fine, 
helpful statement. Tt has been very kind of you to come before us. 
T realize how busy vou are with many, many duties. T wish to ex- 
press my appreciation, on behalf of the committee, to you. 
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Secretary Humpnrery. Thank you, Mr. Chairman. I appreciate 
the opportunity to be here, because every item in this budget is of 
utmost importance to us. 

The Cuairman. Thank you. 

The next witness is Mr. Leslie Watt, of the Watt Publishing Co., 
of Mount Morris, Ill. 


STATEMENT OF LESLIE WATT, WATT PUBLISHING CO., 
MOUNT MORRIS, ILL. 


Mr. Warr. Thank you, Mr. Chairman. 

I am Leslie A. Watt, president of Watt Publishing Co., Mount 
Morris, I1l., publishers of specialized farm magazines. Our publica- 
tions are: Poultry Tribune, circulation of 385,000 to farm poultry 
raisers: Better Farming Methods, circulation of 32,000 to county agri- 
cultural agents, vo-ag teachers, extension specialists, soil conservation 
agents, experiment station personnel, and other agricultural leaders ; 
Broiler Growing. circulation of 21,000 to commercial broiler growers; 
Turkey World, circulation of 19,000 to commercial turkey growers; 
Hatchery and Feed, circulation of 16,000 to poultry hatcheries and 
feed dealers; Poultry Processing and Marketing, circulation of 5,000 
to all firms engaged in processing and marketing of chickens, eggs, 
broilers, and turkeys. 

You can see that we blanket the poultry industry so far as publica- 
tions go with a publication to serve every segment of the industry 
from the time the baby chick is hatched until the eviscerated chicken 
is placed in the retail market, and the same for turkeys. 

The entire circulation of these publications is sent through the mails 
to the readers. We have no newsstands sales. Conse quently, postage 
is an important item to us. To show you the impact of the rates in 
H. R. 9228 on our business, let me give you some before-and-after 
figures. Annual postage costs at rates now in effect—actual figures for 
fiscal year ending June 30, 1955: 


First class : i = ae. - étadescveccs Qe Goo 
Second class___ ‘ ; ns ; so. 5B 254.75 
Controlled public ations. ae a Prers ee 
es CUMS ne ces : — ‘ ——auws OO) tov. 3 

Total = a a z _.______ 149, 900. 30 


The estimated increase in annual postage costs at rates in H. R. 
9298 is: 


First ¢class__- oc i. . —_ sei pcbimiecacapliase _ $5,470 
Second class - 4 a oe aes aS ae es _ 15, 976 
Third class ace i tin aandate aia 19, 900 

Total . 6 S33 So ) Sonia © deel Tg ee 


This proposed increase in cost is more than the amount of our total 
profit for the vear ending June 30,1955. Where is there any gain for 
the Government if the Post Office Department increase in revenue is 
offset by reduction in revenue collected by the Internal Revenue 
Burean ¢ 

While we are opposed to H. R. 9228 as a complete package, we are 
not, opposing any and all rate changes. Let me quote to you from my 
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statement of March 29, 1951, before this committee in opposition to 
H. R. 2982: 

We recommend : 

1. An increase in second-class rates not to exceed 10 percent a year for 
5 years, or a total of 80 percent. 

2. An increase in bulk-permit third-class from 14 cents to 18 cents per 
pound—approximately 30 percent—but with no change in the 1-cent-per- 
piece minimum ; and 

3. An increase in first class from 3 cents to 4 cents per ounce, 

These proposals would increase rates on all 8 classes of mail approxi- 
mately 30 percent and not disturb the present differentials which have existed for 
many years between classes. 

Gentlemen, these recommendations were made 5 years ago. What 
has happened since ¢ 

1. Second-class rates were mcereased on April 1, 1952, by 10 percent, 
with additional 10 percent jumps in 1953 and 1954—a total increase of 
ou percent. 

The third-class bulk-pound rate which was increased on January 

1. 1949, from 12 cents to 14 cents, or 17 percent, was not increased in 
192 

I would like to call your particular attention to the inequities of 
those two percentages. It is still 14 cents, wi the minimum rate per 
piece was Increase ‘d from 1 cent to 11/ 6 cents, or 50 percent, on July 
1952 

3. No change was made in the first-class letter rate. Why?) Pri 
marily because none was requested by the Post Office Department in 
the original bill. 

In 1949, and again in 1951, Postmaster General Donaldson used 
cost-ascertainment figures to justify his rate proposals. He did not 
ask for increased rates on first-class letters because his cost ascertain- 
ment figures indicated to him that revenue on first-class letters ex- 
ceeded allocated costs. 

He did not »ccept the principle of differential pricing so ablv ex- 

l: | hi » recently by the De B4 . G 
plained to this committee recently by the Deputy Postmaster Gen- 
eral, Mr. Maurice H. Stans. Had this prine iple of differential pricing 
been accepted by the Post Office Department 5 years ago, you would 
have been discussing a 4-cent first-class letter rate then, not now. If 
there is a lag on postal rates being increased to cover a fair share of 
costs, that lag exists only in first-class letter mail. 

Postmaster General Summerfield has made references to present 
rates versus 1932 rates in his efforts to justify the new rates proposed 
in Hf. R. 9228. This is an unfair comparison for second-class rates. 
The 1932 rates caused such a drop in volume that they were reduced 

| 
in 1934. Present second-class rates are 30 percent above those which 
existed from 1934 to 1952. 

In rate hearings for the past 7 vears, much has been said about the 
post office being a service versus a business. 

We believe that it is both, and that Congress will have to decide 
how much of the total cost of overating the Pos’ Office Department 

should be considered a service to be met through taxation 2nd how 
much of the cost ob be considered a business to be paid for by 
the users of the mails. 

Furthermore, we see no need to go back to 1932 for any comparisons 
of costs. revenues. or rates. The postal deficit is a post-World War 
IT problem, so let’s look at the picture for the past 10 years only. 
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Here are tables compiled from cost ascertainment reports showing 
allocated revenue, allocated expenses, and revenue as a percent of 
expense for each of the first three classes of mail, as well as total of 
all mail. In each table we show annual figures from 1946 through 
1955. I am not going to read all these dollar figures. 

The Carman. They will be placed in the record. 

(The tables referred to follow :) 


Revenue and expense of second-class mail, 1946-55 








Year Allocated Allocated marae sas 
; revenue expenses percen 
expenses 
ines ae J = $33, 159, 970 SIS], QA8. 963 18.3 
47 38, 884, 562 201, 470, 898 ) 
HS se 41, 367, 995 209, O02. 868 7 
4Y . == 43, 560, 764 233, W496, 953 1S. ¢ 
150) ; $5, 003, 555 242, 343, 441 8. 
a1 $%, 720, 294 244, 865, 84¢ 9 
W52 51, 371, 920 287, 932, 983 17.8 
5 ce 57, 896, 267 207, 658, 346 5 
14 61, 654, 572 202, 985, 301 21.¢ 
1955 65, 692, 647 207, 316, 766 991 
Increase in dollars (1946-55)____- bo ae ; 32, 432, 677 116, 027. 803 
Percent increase 5 7 YS. 1 64.0 


Revenue 





Pre Allocated Allocated 9 
Year revenue expenses yore 
ex pense 
1006 ns nts, ; 4 ‘ $83, 131, 096 $135, 201, 549 bl 
47 . 95, 726, 276 171, 361, 586 , 
1048 . 112, 158, 907 200, 489, 095 5.Y 
L¥4y 135, 839, 665 26), 739. 318 50.9 
1950 15 2961. 567. 159 2 
1951 15 285, 993, 178 55. 1 
1952 17 60, 612, 201 17 
1953 2 374, 212, 607 Ss. 1 
1954 9, 153. 52 2 
1055 $38, 429, SSO 6] 
Increase in dollars (1946-55 186, 344, 02 3, 228, OAC 
Pereent increase . ‘ ; 224. 2 224 
Revenue and expense of all mails, 1946-55 
Total Noto Revenu 1 
Y ear revenue expe a perce 
. expe t 
194 $1, 087, 242, 308 $1, 190, 199, 234 4] 
1947 1, 131, 209, 633 1, 369, 210, 505 82.6 
4S 1, 243, 563 } 1, 545 7. LO SU. 4 
1949 mt - 1, 385, 388, O04 1, 06, 614. 431 a2 
1950 1, 484, 780, 142 1, 999, 616, S18 74 
1951 1, 587, 927, 990 2, 022, 243, 256 is 
1952 1, 740, 539, 941 2, 361, 585, 046 
1953 1, 874, 283, 789 2, 443. 410, 909 76.7 
1954 er 2, 022, 874, 774 2, 410, 209, 351 Sd. 4 
1955 ‘ ‘ 2, 116, OC 8, 329 2, 479, 288, 261 S85. 4 
Increase in dollars (1946-55 1, 028, 856, 021 1, 289, OSY, 027 


Percent increase............. a ee es he 94. 6 108. 3 
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Revenue and expense of first-class mail, 1946-55 


Wear A Mk ated Alk veated ee of 5 
revenue expenses expenses 
1946 $597, 828, 470 $454, 475, 442 131. 5 
1947 626, 997, 760 499, 523, 720 125. 5 
1048 668, 014, 220 518, 480, 600 | 128.8 
1949 706, 098, 955 628, 604, 725 112.3 
195 741, 151, 364 665, 194, 343 | 111.4 
1951 784, 548, 641 oo aan 28 115.7 
1952__. 842, 695, 149 107. 1 
1953 908, 521, 008 110.5 
1954 GOS, 397, 636 107 
1955 067. 842, 335 107 
Increase in dollars (1946-45 370, 013, 865 
Percent Increase 61.9 





Mr. Warr. I would call your particular attention to the percentage 
columns. Note in 1946, first class was paying 131.5 percent of allo- 
cated costs. In 1955 it was down to 107.5 percent. 

Also note the percentage increases at the bottom of the table, that 
the revenue on first class in 10 years, with no rate increase, is up 61.9 
percent, but the allocated expenses have jumped 98.3 percent. Let’s 
look at second class on the same basis. 

In 1946, it was paying 18.3 percent. In 1955 it was paying 22.1 
Note that the revenue has gained 98 percent, but the expenses were 
up 64 percent. Please note that the 30-percent increase in rate has 
produced 98 percent actual more dollars for the Post Office Depart- 
ment. 

Now, third class in 1946 was paying 61.5 pene of its allocated cost, 
and in 1955 it is exactly the same figure, 61.5 percent. The increase 
is 224.2 percent in revenue and 224.5 percent in expense. 

All mail has dropped from 91.53 percent in 1946 to 85.4 percent in 
1955, but the total revenue of the Post Office Department in all mail 
is over 94 percent against an expense increase of 108 percent. Note 
that total revenue was 91.3 percent of total expense in 1946, declined 
to 72.7 percent in 1949, and climbed back to 85.4 percent in 1955. 

When one considers the many public service functions of the Post 
Office Department, including rural delivery and thousands of fourth- 
class post offices which cannot be justified on a business basis, one 
may easily conclude that certainly 10 percent, perhaps even 15 per- 
cent, isa fair percentage of total cost to be allocated to public service 
and to be paid by taxation. No other Government department comes 
even close to these figures. 

In comparing costs and revenues, please note that I am using 
totals in both cases. A fair comparison can be made of changes in 
total revenue versus total cost, or changes in unit revenue versus 
unit cost. We maintain, however, that to compare changes in total 
cost only with rate changes, which are unit revenue, is like comparing 
apples with oranges. Such comparison only confuses the issue because 
it includes changes in volume of mail handled in total cost, but 
excludes such volume changes from revenue. 

While expenses allocated to second class have increased 64 percent, 
a rate increase of 30 percent in 1952 to 1954 has produced a total 
revenue increase of 98.1 percent in the last 10 vears. 
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Expenses allocated to third class have increased 224.3 percent. A 
rate increase in 1949 in the bulk pound rate of 2 cents or 17 percent, 
and an increase in 1952 in the minimum piece rate of one-half cent or 
\0 percent, produced an increase in total revenue of 224.2 percent: 
prac tic ‘ally identical to the increase in total cost. 

Now, look at first-class mail. Total allocated expenses increased 
98.3 percent. The only rate increase has been on postcards. No in 
crease on letters. Total revenue has increased only 61.9 percent. 
Look at these percentages just once more. Third- class revenue has 
ar 924 percent, second, 98 percent, but first only 61 percent. 

Isn’t that proof that the real laggard in rate ¢ hanges is first class? 
The percentages on allocations of revenue to cost indicate the same 
thing. 

We feel that a 4-cent first-class letter rate would restore first-class 
revenue to 130 percent of cost—the same status it had in 1946. No in- 
creases are necessary in the second- or third-class rate to restore their 
revenue percent of cost to the levels of 1946. 

The differential in rates between first-class and third-class postage 
has a big bearing on the volume of each which is used. In 1946, with 
irst-class at 3 cents, third-class bulk-pound rates at 12 cents and 
minimum per-piece of 1 cent, third class had a ratio of 33 percent 
to first class. 

In the last 10 years, the bulk-pound rate was inrceased to 14 cents 
and the minimum piece-rate to 114 cents. For most mail users this 
meant that third-class postage became 50 percent as expensive as first 

class. It sp be the historic 33 percent ratio which had been in 
effect for 23 years—from 1928 through 1951. 

A first- ets letter rate of 4 cents with no increase in the present 
third-class bulk minimum of 114 cents would create a ratio of 
percent—a more equitable arrangement than the present 50-percent 
ratio, 

There is no need for a 2-cent bulk-minimum rate until such time 
which we hope will never arrive—that costs may require a 6-cent 
first-class rate. Deputy Postmaster General Stans, in his statement 
of March 13, 1956, comments on a 1954 report of a Post Office De- 
partment Committee on Cost Allocation: 

These conclusions were that a fair consideration of the factors pertinent 
to ratemaking should require second-class mail to produce current revenues 
to recover 50 percent of the costs assigned to it under the cost ascertainment 
system; that third-class should currently recover 75 percent of its costs; that 
any costs not recoverable on the so-called special services should be borne by 
the mail services; and that the total of these differences should be reallocated to 
first-class mail and domestic air mail in recognition of their higher service and 
value factors. 

We agree fully with Mr. Stans’ principle of differential pricing to 
compensate for the intangibles of deferred service, educational value 
and ability to pay. We “disagree, however, with his formula of 50 
percent of allocated cost for second-class rates, and 75 percent of al- 
located cost for third-class rates. 

Hlow did the committee determine these percentages’ How are 
Congress or mail users to know whether they are fair‘ Perhaps 25 
percent of allocated cost for second class and 50 percent for third class 
would be a better evaluation of the intangible factors which must be 
considered in ratemaking. 
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The Post Office Department has spent millions on its beloved cost- 
ascertainment report. It has been attacked at every rate hearing by 
publishers because it does not reveal out-of-pocket costs for second- 
class and third-class mail. The Post Office Department has steadily 
defended the accuracy of cost ascertainment, but now admits that it 
is a management tool and not the sole factor in ratemaking. 

If arbitrary percentages of allocated cost are to be used in estab- 
lishing rates, then it seems only fair that the Post Office Department 
should justify these percentages. Why not have a rate-ascertainment 
report documented just as painstakingly as the present cost-ascertain- 
ment report ‘ 

Why has the Post Office Department not supplied an analysis based 
on out-of-pocket costs to meet the demands of opposers to rate in- 
creases? Such a report surely would show a big deficit on first-class 
mail and should make easier the job of the Postmaster General in con- 
vincing this committee that only an increase in first-class letter rates 
is the only way to obtain substantial revenue and to reduce the total 
deficit percentage to the levels of 1946. 

Title IT of H. R. 9228 proposes a Commission on Postal Rates to be 
composed of only three men. We are opposed to transferring from 
Congress to any such Commission the power to establish post: al rates. 
We believe that postal rates are so important to every business in 
America that Congress should retain the power to set r ates. 

A commission system would make it too easy for the Post Office 
Department to petition for rate increases on a cost-plus basis. There 
would be little or no incentive for the Post Office Department to oper- 
ate at maximum efficiency in an effort to hold down rates. 

The difficulty which the Post Office Department has had in the past 
7 vears in selling its rate bills to Congress has been a healthy spur to 
achieve greater efficiency. We must not forget that deficits can be 
reduced by cutting expenses just as well as increasing income. 

In conclusion, Watt Publishing Co. opposes H. R. 9228 in title I, 
sections 104 and 105; in title II, sections 201 through 208, because : 

. Present second-class rates are 30 percent higher than those in 
effect in 1945. 

Present third-class bulk-pound rate of 14 cents is 17 percent 
higher and minimum piece rate of 114 cents is 50 percent higher than 
those respective rates in 1945. 

Present first-class rates have not been changed at all. 

4. Congress should not relinquish ratemaking to a three-man com- 
mission, which, in effect, would be giving the Post Office Department 
a blank check to write its own ticket on rates. 

We recommend: 

1. Increase first-class letter rates from 3 cents to 4 cents. This 
33-percent increase is fair and in proportion to increases already made 
in sec ond- and third-class rates. 

Defer any new increases in second- or third- class rates until a 
4-cent first-class rate has operated a full ye Consider any changes 
in second- or third-class rates after it is Lowe what effect the 4-cent 
Preston ‘ate will have on volume, total revenue, and reduction of 
deficit 


| appreciate the opportunity to appear before this committee today. 
Thank you for your attention. 
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The Carman. Thank you, sir. Are there any questions? 

Mr. Moss. Yes, I have some questions. 

The CHarrman. Mr. Moss. 

Mr. Moss. Mr. Watt. as I recall, in 1932 the rates on first-, second- 
and I believe third-class mail were all increased. 

Mr. Warr. In 1932? I don’t recall any third-class increase in 19382, 
not on the minimum piece rate. 

Mr. Moss. Let us stick to first and second. In 1934 the rate on sec- 
ond-class mail was reduced back to its previous rate. 

Mr. Warr. That is right. There was such a drop in volume that 
(Congress reduced the rates. 

Mr. Moss. Do you recall the percentage increase that was effective 

1932? 

Mr. Warr. The percentage of increase effective in 1932? 

Mr. Moss. On the second class. 

Mr. Warr. No. I don’t recall the exact percentage. It was over 30 
percent. It is true that the present rates are no higher or not as high 
as the 1932 rates. 

Mr. Moss. At that time, the first class was also increased and both 
of those increases were reported by the Ways and Means Committee 
as revenue measures clearly, not postal rates. 

Mr. Warr. That is right. 

Mr. Moss. The second class reverted to its old rate. The first was 
continued temporarily. 

Mr. Warr. That is right. 

Mr. Moss. And was continued temporarily until, I believe 1947 
when it was then made permanent. If those facts are correct—and I 
believe they can be substantiated—then the statements contained on 
page 10 of your statement are incorrect, because the present first-class 
letter rate on a permanent basis is then 50 percent higher. It was 
raised to 3 cents by a series of temporary increases. 

Mr. Warr. Whether it is temporary or permanent, though, Mr. 
Moss, makes no difference to the mail user. He is still paying the rate. 

Mr. Moss. Yes, but he had the tempora! ary second-class dropped. It 
was continued temporarily on first. It wasn’t made permanent until 
1947. 

Mr. Warr. However, the whole point of my statement here is, re- 

gardless of what happened in 1932, I am examining purely the past 10 
vears, because this post office deficit is a post-World War IT problem. 

We came through the war with post office surpluses. It is enough to 
compare 10 years without going back 20 or 25 years, and in the past 10, 
looking at where we are today against where we were in 1946, it is true 
that second-class has paid 30 percent more, that third, on its minimum 
piece rate, which is a far more important factor than the pound rate, 
is up 50 percent, and first has not been increased any on nonlocal letter 
mail. 

Mr. Moss. It would be my contention it has been increased 50 per- 
cent because the increase was made permanent following 1945, not 
prior to 1945. It was made permanent as a postal rate increase and 
not as a revenue increase. 

Mr. Warr. Whether it was temporary or permanent has little effect 
on the fellow paying the bill. 

Mr. Moss. I quite agree with you. 
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Mr. Warr. In 1945 he was paying the three cents. 

Mr. Moss. I think there is considerable weakening of your case 
when you say, in effect, that this first-class rate should ‘underwrite the 
major costs and that all of the other services we give are incidental. 
They are not the primary purpose of the Department. I think as a 
second-class user of mail you would howl to high heaven if the De- 
partment actually operated on the basis that you had no entitlement to 
service except to the excess capacity of the Department as a result of 
no particular need, at the moment, by first-class mail for the services 
or the facilities of the Department. 

I think that we have, in fact, erected a postal system which clearly 
contemplates service to the second-class mail and to a degree, a lesser 
dagree, service to the third-class mail. When we plan a building, we 
lave to plan space to handle the total load, not just the first class. 

When we employ personnel, we have to envision the fact that the 
load of publications is very heavy. There has been a tremendous in- 
erease in the size of publications and the total weight. They carry 
more advertising than they did, say, in 1945, As a result, as that 
volume has increased, certainly the revenues have increased. I think 
its volume there has increased far more rapidly than it has in the case 
of the first. It is my opinion that the committee should look at the 
policy question and determine how much we expect the users of second- 
and third-class to underwrite of the total allocated costs, but to stake 
your claim on the contention that the Department is primarily for the 
se - icing of first-class mail, I think, is very erroneous. 

I don’t think it would be borne out. It would be far more difficult 
to arrive at an out-of-pocket cost for second and third-class than it 
would be to arrive at some equitable distribution which, of necessity, 
would be arbitrary. 

Mr. Warr. Mr. Moss, I am not advocating that out-of-pocket cost 
should be the only basis for establishing second- or first-class rates, 
but so much in the past has been said about cost ascertainment and 
full allocated cost as a means for estabiishing rates that I think we 
should look both at cost ascertainment and out-of-pocket as instru- 
ments in rate-making, that it shouldn't be exclusively one or the other. 

My only point is that this committee in the past—this is the fourth 
time I have been at rate hearings—has been very reluctant to raise 
first-class rates simply because cost ascertainment showed that first- 
class mail was paying more than 100 percent of allocated costs. That 
has been the chief reason for no increase in the first-class rate. 

There is a case where cost ascertainment has been the sole basis for 
ratemaking on first-class mail. These matters of priority of service, 
deferral of service, and value of service have been ignored in raising 
tirst-class rates, or the lack of a raise. 

In 1932, if you want to go back that far, the allocation of first-class 
revenue to cost was about 112 percent, as I recall it. It is now down 
to 107 percent. In other words, Congress in 1932 did raise the first- 
class from 2 to 3 cents at a time when cost allocation showed first 
class producing a oe proportion of its cost than it is today. 

Mr. Moss. Yes: but there was a very major difference. It was not 
done by thiscommittee. It was not done asa postal-rate measure. It 
was done clearly as a tax measure to produce more revenues for the 
Government, which at that time had a critical need for them. 
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Mr. Warr. But it was done and helped immeasurably to operate 
the Post Office Department. 

Mr. Moss. If think if the request were before us today or if the 
request were before the Committee on Ways and Means purely as a 
revenue-raising measure the standards would be entire ‘ly different 
than when we are, in effect, sitting as a ratemaking body. Here we 
are concerned with the payment for services. The Committee o 
Ways and Means is concerned with the raising of revenue to meet 
the costs of Government and there is a great ditference in those two 
ipproac ‘hes, 

The C Le \IRMAN. Are there any other questions ? 

Mrs. Sr. Grorce. Mr. Chairman, I have a question. 

The eee Mrs. St. George. 

Mrs. Sr. Greorce. Mr. Watt, I take it from your testimony that vou 
believe in the differential pricing of mail. 

Mr. _ ATTFE. To a degree, ] do. 

Mrs. . Grorce. And you also favor a raise in first class, which 
you have e “4 iborated on very fully. 

What would you think of doing what they have done in Canada, 
and I understand very successfully, that is, putting all first-class mail 
at 5 cents, cutting out domestic air mail entirely, and saying that all 
first-class mail is to be carried in the most expeditious way possible / 

Mr. Warr. I think it would be a wonderful change. I would be 
in favor of such a move. 

Mrs. Sr. Grorar. I thank you very much. 

The Cuatrman. Thank you very much, if there are no other ques 
tions. Mr. Watt. 

The next witness is Mr. Tom Fuller, representing the Industrial 
Uniform Co., of Wichita, Kans. 

Mr. Rees, he is your constituent, isn’t he? 

Mr. Rees. Mr. Fuller comes from the great city of Wichita, Kans., 
the air capital of the United States. 

Mr. Fuuier. Thank you. 

Mr. Rees. Mr. Fuller is from that great city. We are glad to have 
vou here this morning. 


STATEMENT OF TOM FULLER, INDUSTRIAL UNIFORM CO., 
WICHITA, KANS. 


Mr. Futier. Those remarks are appreciated, and it is a privilege 
to be here. We think a lot of Congressman Rees in Wichita and in 
the small time that I have been in Washington I see that you feel the 
same Way about him here. 

Mr. Chairman and members of the committee, The people who will 
be hurt most by the proposed increase in postal rates will be the smal] 
bustness men in rural areas. As an example, our firm has as its cus 
tomers the filling stations, cafes, implement dealers, dairies, hospitals, 
locker plants, furniture stores and dozens of other business classifica 
tions located in small towns. 

These businesses are off the beaten track and away frm the mi: jor 
centers. The regular salesmen representing the big supply houses fin 

unprofitable to make these small whistle-stop calls because the cus 
tomers are not quantity buyers. Retail stores in small towns do not 
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handle specialized uniforms because the markup is extremely low and 
stores in small cities carry a type of stock that appeals to the general 
public, 

The only way our customers can be serviced is by third-class mail 
catalogues. The small mail orders are forwarded to them by parcel 
post. 

An increase in postal rates will do two things. First, many suppliers 
will be forced to discontinue business. Second, those who stay in the 
field will be forced to raise their prices, and this price raise will be 
passed on to the small auto and farm implement dealer and from him 
to his customer 

My thinking pertains not only to my business, but to thousands of 
business supply houses throughout the N Nation. The popular Ameri- 

can business practice of “passing on” higher operating costs to the 
consumer sounds harmless, but it is a most vicious attack on the general 
public and particularly the people with low incomes. 

Firms such as International Harvester, General Motors, Ford and 
other large concerns can continue to raise the prices of their auto parts 
with ease. The higher cost will be paid by the public or the public 
will go without. 

My own company has tried successfully to hold the line in these 
times of spiraling inflation. Our price on coveralls are the same as 
they were 8 years ago. I personally feel that inflationary legislation 
is a greater threat to the United States than the Communist Party at 
home or abroad. 

I realize that the Government of the United States would not in- 
tentionally do anything to increase this inflationary trend, but the ex- 
ample set by the Post. Office Department gives business the green light 
to raise prices on the excuse of increased operating costs. Ex xample: 
When steel went up $5 a ton, nails went up $20 a ton. 

The large corporations point with justifiable pride that their earn- 
ings are at an all-time high. Yet bankruptcies are increasing in small 
business. The major oil companies have had their highest profit year, 
but 75,000 filling station operators have gone broke in the last 12 
months. This, too, is an all-time high. 

The big defense contract makes business good in certain sections, but 
the little man in the little town is a citizen, too, and he isn’t seeing this 
prosperity. His job is to sell his merchandise in competition to the big 
city operator. The small clothing store, the small-town druggist and 
the small merchant depend on the post office for their livelihood. 

1 think that the Secretary of Commerce will agree that the Post 
Office Department creates more in wealth, education, good will, taxes, 
employment, and communication than all the other agencies of the 
Government combined. 

I have been told by people outside the Government that Washington 
is so accustomed to high-powered corporation lawyers and smooth pro- 
fessional lobbyists that a businessman from Kansas speaking for him- 
self would just be wasting his time and money. I know differently. 
Small businesses are the backbone of the Nation’s economy, and any- 
thing that works a hardship on them hurts the Nation generally. 

Eighty percent of my sales are in small towns. Instead of the Post 
Office Department increasing its income by raising third-class mail, 
the Department would lose my firm’s postal revenue of $25,000 an- 


nu 
OV! 
tot 


in 
tw 
CO} 
cu 
of 


sp 


lo 








POSTAL RATE REVISION 697 


nually. We employ only 25 people, yet the uniforms that we sell keep 
over 200 people employed the year around. Withholding tax on this 
total group 1s over $60,000. 

If our firm were jeopardized, the Government would also lose the 
income tax paid by our suppliers. To conserve time, I will quote only 
two examples. The paper we use in preparing our third-class mail 
costs us over $12,000 annually. If the paper company loses us as a 
customer, they will pay less income tax and withholding tax because 
of this loss. 

All our incoming merchandise is shipped by rail or truck; $4,500 is 
spent yearly for ine coming freight. The transport: ition companies will 
lose much needed volume by our retiring from the field. Multiply the 
shutting down of my mail-order business by many—there are 250,000 
bulk permit holders—and you will see together we play an important 
part in the American system. 

Those of us who work closely with the Post Office Department have 
become interested in the progress of the Department and the vastness 
of the operation. We become fascinated by its history and the herit- 
age that it has passed on to us. It is one service of the Government 

hat becomes self-supporting according to the figures of the accounting 

rm of Price, Waterhouse & Co. 

I am referring to that firm’s report to the Senate committee Novem- 

18, 1953. Instead of a deficit in the Post Office De partment of 
“727 million, the deficit was actually $76.2 million after a justifiable 
credit was given for many public services rendered by the Post Office 
to Government agencies and other worthy charitable projects. It 
should be noted that the Post Office announced that it saved $101 mil- 
lion in the fiscal year 1954, which should more than balance off the 
“76.2 million deficit. 

A great deal of slander has been thrown at third-class mail. These 
press releases are gleefully picked up by the newspapers to discredit 
2 competitive media. They point out that direct mail costs the tax- 
payer vast sums of money. Actually, on an incremental cost basis, it 
s aalting a profit of $54 million annually, a profit that is used t 
subsidize the loss on newspapers and magazines being sent through the 
mail at a very low rate. 

I am sure that the entire Department, from the Postmaster General 
down through the ranks, are extremely proud of the service they are 
rendering. They should be congratulated on many long overdue inno- 
vations and ch: anges to more efficient methods of h: andling mail. Very 
small post offices and rural free delivery will never pay their own w: ay. 
The Department cannot be run as a business because a business would 
close unprofitable offices. 

Third-class mail was instigated to build revenue during the great 
—_ ession. The mechanical « operations on the part of the third-class 

nailer such as facing, tying, sorting to towns and States, justifies the 
lower rate, together with the fact that third-class mail is worked after 
other mail is dispatched. 

We have had one 50-percent raise in the cost of third-class mail in 
the last few years. Please do not assume that an additional raise of 
one-half cent per piece will add to the postal revenue. It definitely 
will not. Many city buslines have thought that a rate increase would 
solve their financial problems. 
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By raising their fares, their traffic has fallen so much that their 
deticits have increased. The same thing will apply to third-class mail. 
At least one-half of the firms paying 11% cents each for mailings simply 
can’t pay 2 cents. The revenue from this class of mail will diminish 
greatly. 

The Congress of the United States is sacred to the Americ an people 
in the same way that the jury system and the Supreme C ourt is sacred. 
Through the years, the infinite wisdom of the Congress has proved 
itself to be correct time and time again. One man, or a committee 
appointed by one man, regardless of his intentions, his integrity, and 
his devotion to his job, does not have this wisdom. 

I know that terrific pressures are put on the post office by express 
carriers and the publication field. One man can be swayed and justify 
his action in his own mind, but not so the Congress. Long ago the rate- 
making authority was put into the hands of Congress. 

This was done for a very important reason. I believe it is the duty 
of the Congress of the United States to protect this authority, and not 
to take the easy way out by passing the buck. 

In keeping with its job of setting postal policy and establishing 
postal rates, Congress will be protecting the people who depend on 
the mi uls for their livelihood. 

The Cuatran. Are there any questions Mr. Rees / 

Mr. Rees. I have no questions. 

The CuarrmMan. Any questions / 

Mr. Gross. You say that 75,000 gasoline retailers have gone out of 
business; is that right / 

Mr. Funuer. They have gone out of business: that is correct. There 
is a magazine, the Gasoline Retailer, that has a story about that. 

Mr. Gross. I was going to ask you your authority for that statement. 
That is an astounding number. 

Mr. Futter. It is. 

Mr. Gross. Over what period ? 

Mr. Futier. Over a period of 12 months. 

Mr. Gross. 75,000 over a period of 12 months have gone out of 
business ? 

Mr. Fuuier. That is correct. 

Mr. Gross. That is all. 

The CuarrMan. How many new ones have gone into business dur- 
ing that same period of time? 

Mr. Fuuier. I don’t know that. I don’t have that information. As 
far as gasoline dealers is concerned, there is a big turnover. It is a 
small operation for each concern. 

The Cuamman. When I go home, I see new filling stations on every 
corner that have been built since I was there last. 

Mr. Fuser. A lot of the new ones going up are company stations. 

Mr. Gross. You are worried about inflation, I take it. 

Mr. Fuuier. I an. 

Mr. Gross. And I think you have a right to be worried. I think 
we are going to see another wage increase In the steel industry, which 
certainly will mean an increase in some of the things you dannhicined 
here, the parts for tractors, and so on and so forth, 

The Cuamman. Thank you very much, Mr. Fuller 

_ The next witness is Mr. Edward P. Lynch, representing the Ed- 

ards Mail Advertising Co., of Pittsburgh, Pa. 
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STATEMENT OF EDWARD P. LYNCH, PRESIDENT, THE EDWARDS 
MAIL ADVERTISING CO., PITTSBURGH, PA. 


Mr. Lynceu. Thank you, Mr. Chairman. 

I am president of the Edwards Company of Pittsburgh. We area 
small company with approximately 30 employees engaged in the crea 
tion, production, and mailing of direct. mail advertising, a large ma- 
jority of which is mailed by third-class mail. 

Our customers are primarily small-business houses, though we do 
work for departments of large corporations such as Westinghouse 
Electric Corp., Sears Roebuck, Harbison-Walker Refractories, Inc., 
et cetera. In almost every case where we work for large corporations, 
their operation and our work for them is so departmentalized that, in 
effect, these. customers too could be referred to as small-business 
houses. 

The advertising and other literature which we create, produce and 
mail—and parenthetically, I might say that we mail much literature 
that we do not print—is almost entirely designed to influence sales 
either through requesting direct inquiries or aiding the company 
salesman. 

Most, if not all, of this advertising or sales promotion could not be 
handled in any other manner. Our customers are too small and their 
markets are too diversified to use newspapers, radio, television or any 
other method of advertising but direct mail. Therefore, any consid 
eration of cost for their type of advertising could not be a comparison 
of mail with any other medium but would have to be an estimate of 
whether direct mail would produce enough results from the money 
expended to warrant the expense. 

The overall cost, including postage, of producing third-class mail 
ings for our customers varies from a low of approximately 5 cents 
per name for piece mail, to possibly as high as 15 cents. Increasing 
third-class postage from 114 cents to 2 cents or 14 cent per name per 
mailing, would result in the overall cost of our customer mailings 
being increased as much as 10 percent. 

Some large companies among our customers have detailed statis 

cal records showing exact cost per inquiry or per sale from the re 
oe of their direct mail advertising, but we do not and our cus 
tomers as small-business hours do not have any such records so 
they could not quote statistics. I mean all of them. However, most 
of our customers are keenly aware and vitally interested in the cost 
of producing their inquiries for sales and know their basic cost at 
least approximately. 

increasing postal rates such as is proposed by this bill would un- 
questionably result in a reduction of the mail advertising we are doing 
for our customers and this, in turn, would etfect a decrease in their 
sales and a continuing decrease in business generally 

Since there are many thousands of small-business houses who de 
pend, partly or entirely, on direct mail advertising and who are op 
erating on a close margin of profit, I can readily vision the proposed 
postal increase seriously affecting business nationally. 

As a point of comparison, I might mention that when postage rates 
on postcards were increased from 1 cent to 2 cents, we almost en 
tirely eliminated any mail advertising through the meduim of 2-cent 
postage. 
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The CnarrMan. You used the bulk letter rate, then, didn’t you? 
You went back to third class? 

Mr. Lyncu. That is right. We had an out. I do not believe this 
had any general detrimental effect on business as most, if not all, of 
our customers had other outlets for their advertising in substituted 
third-class mail at 114 cent postage for 1 cent or 2 cents. This could 
be cone in the cast of “posteards. 

It can’t be done in the case of general third-class mailings—there 
is no substitute method of mailing or method of advertising avail- 
able to the small-business man using a scattered market. Our cus- 
tomers would either stand the increased costs or reduce the volume 
of mail advertising or eliminate such advertising entirely. 

As I understand it, the aim of this bill, H- R. 9228, is to place the 
Post Office Department in a break-even position. I neat not at- 
tempt to state whether this would be desirable or practical, but be- 
lieve that the members of this committee should bear in mind the 
law of diminishing returns and cgreful consideration of the possi- 
bility of an increase in rates might result in such a decrease in vol- 
ume that operating revenues would be decreased rather than increased 
through a postal raise. 

fudging only by my own small business and by my customers, I 
know such a raise would have a very bad effect on our business and 
cannot help feel that the overall result in the entire country would 
= be very bad. 

I didn’t have it in these notes here, but I might mention since these 
were written 1 customer notified us of the suspension, in case of in- 
creased rates, of 110,000 pieces of mail carried every week. 

If it is in company mail, they will revert to self-delivery through 
their branches. 

In closing, I want to thank you and the members of your com- 
inittee for your attention in listening to my views 

__ CHairmMan. What is your position on increasing first-class 

vil from 3} to 4 cents ?/ 

"ie: Lyncu. I don’t think I could comment on that until somebody 
actually decides in Congress, not by inference, whether we are running 
a service or a business. If we are running a business, I don’t think it 
should be increased. If we are running a service, that is another 
proposition entirely. You may feel the rate should carry some of 
the other losses. 

The CHarrman. Are there any questions of the witness? If not, 
thank you very much, Mr. Lynch. 

The last witness this morning is Mr. R. L. Guyer, controller, 
Jackson & Perkins Co., Newark. 


STATEMENT OF ROY L. GUYER, CONTROLLER, JACKSON & PERKINS 
CO., NEWARK, N. Y. 


Mr. Guyer. We are frequently confused with Newark, N. J., but 
we are rather close to Rochester. I wonder if I could enlist the as- 
~istance here of the young lady in distributing some of the catalogs 
| brought down, because I think it will help visually to visualize 
What it is lam going to talk about. 
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I am going to try to take as little of your time as possible, but 
these are typical « ‘atalogs. The young lady has our catalog. The 
entalog that Lam going to talk about, of course, is our own cat: alog. 

We are in the nursery business from er New York State, 
Yet, we belong to an association known as the National Mail Order 
Nurserymen’s “Association and these catalogs a1 e typical of our group. 

I heard it mentioned here on behalf of some, of those who have 
testified that there is some feeling between the various classes of mail 
as to who really is bearing the burdens here. I don’t want to get 
into that question. I want to confine my remarks entirely and solely 
to how it affects us in our small cat: alog business and those similar ly 
situated. So when you ask me questions on first-class mail and 
second-class mail and fourth-class mail, I would like you to know 
that I am not here to make recommendations to the Post Office De- 
partment, but I do want you fellows to know just what this postal 
increase is going to do to us. 

With those few preliminary remarks, I would like the privilege of 
reading my statement. 

The CuarrmMan. Very well, you may proceed with your statement. 

Mr. Guyer. I represent a moderately sized nursery from western 
New York State whose business is specialized farming. We grow 
fruit trees, =hade trees, rose bushes, shrubs of all kinds, evergreens, 
perennials and other sorts of commodities of that nature. We sell 
at both wholesale and retail mail order, and, at the present time, ap- 
proximately 60 percent of our total volume is — by retail mail 
order. On the table here you will see samples of our catalogs and 
promotion materials. 

In opposing this legislation I want it to be known, as I said before, 
! am doing so independently as controller of Jackson & Perkins Co., 
and offici: ally lam speaking for them alone. However, we are me »mbers 
of several groups of small-business —— who are vitally concerned 
in this legis: ation, one of which is the National Retail Mail Order 
Nurserymen’s Association, which has about 150 members. As we will 
be affected by this legislation, so will they be affected. We therefore 
all hold similar views in regard to this bill. 

So that you will have a better understanding of our position I 
believe it is in order to give you a little of the bac ‘kground of our busi- 
ness. Our business had its beginning back in 1873 when Mr. Charles 
H. Perkins and his father-in-law, Mr. A. Jackson, organized a small 
market gardening partnership from strawberry, 1 aspberry, and black- 
berry bushes which produced fruit for the mar ket. 

Here also were grown plants which were sold to neighbors or to 
nearby nurserymen. Little by little the nursery business kept, growing 
and it was inevitable that rose bushes should become a part of their 
line. From this early date the idea of specializing in the growing of 
rose bushes was the fundamental line on which the Jackson & Perkins 
business developed. Eventually the market gardening was dropped 
and the company grew and sold its stock only at wholesale to other 
nurserymen and to dealers and to orchardists. 

This form of business continued through until the 1930’s, when the 
plant patent law was adopted. This law encouraged our company and 
others to spend considerably more funds on research, through which 
it was possible to bring out many new and improved varieties. 
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This research, however, did not pay off. The costs of that research 
had to be applied to the selling prices, and we soon learned that dealers 
and the public generally were very reluctant to take our new and 
unknown things at increased prices. Consequently we decided that 
if we were to recoup our research costs, we would have to develop a 
new market. : 

We would have to carry our product direct to the people. This we 
entered into in a small way in 1939 when we published our first retail 
mail-order catalog. The results were almost electric, and because of 
the manner in which we were able to put knowledge of these new and 
improved things into the hands of the buying public the retail mail- 
order end of our business has now become the prime outlet for our 
products. 

This entire advance has been made in the last 16 years. During that 
period we have paid but two small dividends to our stockholders. ATI 
the rest of our earnings after taxes have been plowed back into our 
business. Let me give you some figures to show the extent of that 
erowth since our first full mail-order year ending June 30, 1940, and 
our last fiscal year ending June 30, 1955. 


} 
| 
i 


1950 1955 
1940 best | (poorest 

year) j year) 
Net fixed assets $363, 777 $954,898 | $1, 789, 936 
Payrolls 835,741 | 1,727,082} 2,827,304 
Net earnings 9, 635 308, 986 85, 431 
Net sales 1, 284, 362 4, 583, 617 7, 473, 097 
Federal income taxes 19, 978 186i, 823 57, 115 


You will note there, gentlemen, that our net fixed assets in 1940 
were $363,000. In 1955 they had grown to $1,789,000. Our payrolls 
in 1940 were $835,000; in 1955 they. were $2,827,000. 

Our net earnings after taxes in 1940 were $96,635, and in 1955 our 
net earnings were only $85.431. While we increased our sales almost 
tivefold, our net earnings have gone back to where they were when 
we entered the retail mail order field. 

Our Federal income taxes in 1940 were $19,778, and in 1955 they 
were $57,115. LT have put in there for comparison our best year, which 
was In 1950, 5 years after the war, so that you will see that at the peak 
our net earnings after taxes were $308,000 and our Federal income 
taxes were $186,000. 

It will be readily noted that while the facility for handling in- 
creased volume has been very greatly increased, this has not resulted 
In any greater profits and the net margin has very materiaHy di- 
minished during the past few years. The above readily shows we 
_ ive developed a business based on the distribution of cats legs, and 

sed on fourth-class mail, and that we have developed many facilities 
for the handling of this volume, most of which would be so reduced 
in value that it would result in a terrible loss to our firm if this volume 
could not be maintained. 

It is our sincere and caleulated reasoning and opinion that this 
volume cannot be maintained if these rates are put into effect. It is, 
furthermore, our sincere and emphatic opinion that these increased 
postal costs cannot be passed on to the consumer in the form of higher 
prices without a very material lessening of the volume. 
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This is so for several reasons. First, other costs have already 
been passed on, including the increase in the cost of supplies we must 
buy, as well as prior increases in postal costs. 

Secondly, our prices are competitively as high or higher than the 
trade in general and, thirdly, it must be remembered that our business 
and the business of other small-business men similarly situated in this 
retail mail order enterprise was largely expanded right after the 
war at a time when the competition through many other things was 
not nearly so severe as it Is now. 

The prices on much of our product were not controlled as were the 
prices on many other things, which were in scarce supply, or con 
sidered as drains upon essential defense m: canta I refer, for ex 
ample, to such items as the stoves, re frige rators, automobiles, hard 
goods of all kinds, lumber, building materials and all sorts of things 
on Which prices were originally controlled, and which were con 
trolled for a long time because they, were in short sup yply. 

By the time these things became available to the American pub lie. 
our prices had already reached the point where further price in 
creases were being met with strong resistance and reduced orders 
because people were finding the other things they needed and were 
buying those things. We cut margins, we saved in every way possib le. 
but our profits have dropped. Additional price increases at this time 
do not seem to be the answer to our prob lem. 

Aside from the foregoing, however, is the fact that in very broad 
portions of our country, such items as we have to sell are available 
to the American pub lie only through the medium of the mail order 
post office service. We have received many, many letters of com 
pliment and appreciation from people i in small communities and rural 
areas especially, expressing appreciation, hot merely for the good 
service that they obtain and for the goods that they have been able 
to buy, but for the fact that through our literature and through our 
catalogs, they were able to learn of these things and have them for 
the everlasting enhancement, and betterment and beautification of 
their homes, and their yards and their lands. 

This is a tremendous service to the American public; one that 
cannot be measured alone in dollars and cents, and one that must be 
very seriously and realistically evaluated at a time when there are 
vreat funds otherwise being subscribed to for community enhance- 
ment and betterment. It is very popular and very good that the in 
dividual on his own, and in his own small way, is able to contribute 
so much in this direction, and the individuals who have thus served do. 
collectively, contribute many times over in that direction more than 
the organized efforts of all our private and public agencies, to com 
munity enhancement and betterment. 

It has truly been said many times that every time a business mail 
receiver obtains a parcel post shipment, he has participated in a 
very wonderful public service. We are very proud of our catalogs, 
and we are very proud of our colorful promotion pieces that you see 
here that acquaint people in all corners of our great land with our new 
and better flowers and nursery stock items. 

However, there is another point to be considered, particularly in 
connection with our catalog and our use of the third-class bulk rate 
for the mailing and distribution of this promotional material that I 
want to again put on the record at this time. 
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I want to make reference to my testimony before the Committee 
on Post Office and Civil Service, United States Senate, in the spring 
of 1950, in which hearings were held in connection with H. R. 2945. 
The record of that testimony is readily available, and since it consisted 
of several pages of facts, figures, and statements, I will incorporate 
it into this testimony by reference only, but will cite the major points 
that were then developed. 

At that time, and under the then-existing rates, we proved con- 
clusively that our catalog was more than paying its way through 
the mails, and was returning a handsome profit to the Post Office De- 
partment. Although the Post Office Department had a representa- 
tive at each session of the hearings at that time, the proof that we 
put into the record was never challenged nor questioned, nor to my 
knowledge has it been challenged or questioned to this day. 

The facts as set forth then are essentially the same as they are now. 
I stated at that time that at the rates then in effect, the Post Office 
was making a net profit of not less than 30 percent upon our catalog 
postage, and that situation has not materially changed at this time. 

I want to reemphasize this point, gentlemen, because so often it is 
stated or inferred that all classes of third-class mail are carried by the 
Post Office at a loss, but that is not true, and it is not true in regard 
to our catalog or in regard to the catalogs of our other small busi- 
ness friends and competitors of a similar ‘class and character. 

I want to emphasize and point out in this connection that our cata- 
log and our catalog followup pieces are not mailed out promiscuously 
to thousands of people across the land who have little chance of 
being interested in our product. They are mailed only to those names 
who have sent us an inquiry or an order in response to our national 
advertising program. Each piece of mail, therefore, has resulted 
already from a first-class piece of mail that has come to us in the form 
of a letter or an inquiry. 

Our acknowledgments and letters in regard to orders, and other 
correspondence in the promotion of our business are first-class mail 
items. So these third-class mail pieces, in addition to paying their 
own way through the mails, will also pull along with them much 
first-class postage, which is admitted to be profitable mail. 

I want to touch a little bit upon the post office facilities that have 
been developed at our own local post office during these years. Our 
business has created many extra jobs for people in our community. 
The post office alone has added very materially to plant and equip- 
ment. 

They have a very efficient setup and organization at Newark, New 
York, and T am very sure that the Post Office Department will find 
that the operation there is a very profitable one to them. IT wish you 
gentlemen could see the hustle and bustle of that operation, and I 
wish you could see the efficient manner in which a very large volume 
of mail is handled. 

Let me cite you some figures of that growth: This citation will show 
that in 1940 there were 27 classified people in the post office at New- 
ark, New York. In 1955, 58 classified people were in the post office 
at Newark, New York. In 1940 the dollar volume of the business 
there at Newark was $327,537.25. In 1955 it was $1,819,264.80. I 
want to point out that dollar volume of business means only dollars 
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represented by business operating fevenues and does not melude sale 
of money orders, postal savings, and other items which are sometimes 
and very frequently taken into consideration as to the total post office 
volume. 

I wonder, as I contemplate these postal increases, what would 
happen to those jobs and that facility if we found this straw upon the 

camel’s back too heavy to bear? 

Now, I come to what I consider to be one of the most astounding 
things in connection with this legislation. Whether intention or not, 
it could not be better calculated to gobble up and put an impossible 
burden upon the little fellows in the mail-order field. That is be 
cause, by virtue of their very smallness and by reason of their very 
method and necessary scope of operation, they cannot avail themselves 
of the devastating advantages competitively that the big mail-order 
houses have. 

There is a very significant thing involved here that I think ought 
to be underlined, and that is in regard to the serious discrimination 
that this bill will bring about against the small catalog business 
operator. 

I was truly amazed to note the publicity that has been given to the 
position in regard to this bill that had been taken by various repre- 
sentatives of truly big business. Now, when representatives of big 
business put their shoulders to a wheel that is destined to run over the 
little fellow, it is always proper for us to take a second, long look as 
to just why they would “ti that position. 

The public generally might be mistakenly led to believe in these 
increases because of their unwarranted sponsorship. Why, for in- 
stance, should Republic Steel and Burroughs be sponsoring this legis 
lation? I saw in the newspaper the other day that Burroughs gobbled 
up another small business on the west coast. That business was losing 
only a few hundred thousand a year, but that apparently is a small 
matter to them. Why then do they come in here and sponsor some- 
thing that is bound to ruin thousands of little fellows? 

Why does Sears, Roebuck & Co., for example, take the position that 
these postal increases are proper, and that they are in favor of them 4 
Let us look at that Sears, Roebuck & Co. proposition again. — It has 
been stated here, in these hearings, by Sears, Roebuck & Co., that this 
postage increase would mean additional postage to Sears of $800,000, 

That would seem to be a lot of money, but I would like to know 
just exactly what relationship that would be to their total mail-order 
volume. I was able to secure information to the effect that Sears, 
Roebuck & Co. vo'ume for the year ending January 31, 1956, was 
$3, 306,826.180. 

I was interested to know what percentage of this was of a mail 
order origin, but up to the time of dictating this memorandum, I have 
been unable to unlock that secret. My sources of information just 
don’t seem to have any authoritative figure on it. 

Through various advertising agencies and other contacts, T have 
been told that it is generally supposed to be in the neighborhood of 
30 percent mail order and 70 percent stores. [f that is true, then their 
mail-order volume must be in the neighborhood of $1 billion. and 
when you relate $800,000 to that, you have a very small figure, indeed. 
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In fact, it would be eight one-thousands of 1 percent, or, to put 
it down decimalwise, it would be expressed 0,008, Another compar!- 
son that is very interesting here is to put that added cost against 
their net profit last year, ‘which was $158,766,665. That. makes it 
about one-half of 1 percent. 

Compare this to what the same bill would do to us and others simi- 
larly situated. Our postal increase, under this bill, we reasonably 
estimate, would be $106,000. Our mail-order sales last year were 
$4,511,000. Here is the comparison : 


Nears (3955) 


Increase in postage cost : ii lt ce eta SSO00, O00 
Mail-order volume (estimated ) _ eenare ee cena ee 2 sae ees S1, 000, 000, 000 
Percent of increase to money-order volume (S/1,000 of 1 per- 
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steadiness O.05 


Percent of increase to net profit (14 of 1 percent) —— 


& P. Co. (1955) 
Increase in postage cost s ieee Sieh hia <i $106, 000 
Mail-order volume (1955 actual). a a Be Be $4, 511, 000 


Percent of increase to volume (2% of 10 percent) ~~ -_--______- 0. 025 
Net, prekt (etter takes) .........02-5.... Ssh nce ania ccbiaiaaim $85, 451 
Percent of increase to net profit Ee 24 percent) _ Bieta ede 1, 24 


Please note that this increase would wipe out our net profit. The 
increase to the Sears, Roebuck & Co., against their net profits, as I have 
stated before, was one-half of 1 percent. The increase to Jackson & 
Perkins Co., as to their net. profit, was 124 percent. 

Compared to volume, it means that for every dollar the increased 
postal rates would cost Sears, Roebuck & Co. under this bill, it would 
cost us $30, or let me put it another way. If Sears, Roebuck & Co. 
had to do business the way the little fellows have to do it, through 
their mail-order activities, this same bill would cost them about 323 
million annually. 

Therefore, 1 submit, gentlemen, that we must not overlook for 1 
minute that these big boys know what this bill is going to do to their 
competitive little fellows. We could not, here, hi ave a more classic 
example of the biblical story of David and Goliath in reverse. 

Mighty Goliath, with his little slingshot, could not be more devas- 
tating to little David than this postal bill will be devastating to the 
small mail order businessman. Mighty Sears, Roebuck & Co. could 
not wipe our small competition any more surely, or ruthlessly, or 
easily than if they went out and actually spent $20 million for that 
purpose each and every vear, so why should they not be very much in 
favor of a bill that’s only going to cost them $800,000 in these 
circumstances ¢ 

There are many other things that I feel impelled to say here, gentle- 
nen, in regard to the postal service, and in regard to how other speeific 
businesses will be disparagingly affected by this legislation. However. 
I feel that I've imposed upon your patience and your time, and others 
need to be heard. 

I want, however, to leave this thought with vou. This postal 
increase could very well put us out of business. It could very well 
create financial losses to our employers, our employees and to the 
(rovernment many. many times out of proportion to the amount of 
postal money that is here involved. 
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To us, $106,000 Is a very large sum. Our profits in recent years have 
narrowed very considerably, and the amount could very well put us 
in the red. For us to have to come to the inevitable conclusion that 
doing business by mail under these increased rates has become too 
expensive a proposition to continue would bring about the loss of many 
jobs to many people. Hundreds of homes of our workers would have 
to be resettled, and m the end, the loss in revenue to the Federal Gov 
ernment in income taxes that they are now collecting as a result of 
our mail order business activity would be many times greater than the 
amount that they would gain from us through this postal increase. 

In view of the above, I fervently appeal to you to refuse this bill 
passage. 

The CuarrmMan. Is your company a corporation or a partnership / 

Mr. Guyer. Our company is a corporation. 

The CHairman. What is your capital stock / 

Mr. Guyer. The capital stock is $206,000. 

The CiraAtRMANn. $206,000 ¢ 

Mr. Guyer. That isright. 

The Cuaman. Do youshow any surplus / 

Mr. Guyer. Yes, about $1.700.000. 

The Cuamman. That is eight times as much as your capital stock. 

Mr. Guyer. Yes. 

The CratrMan. How about undivided profits / 

Mr. Guyer. The undivided profits, sir, have all been ployed back 
into the business. 

The Cuairman. How long has your capital stock been at $200,000 

Mr. Guyer. Since our inception. As I pointed out, we were a 
partnership in 1873 when we first formed, but you have asked the 
question and I say we were incorporated in 1906. 

The CHairrman. Your surplus has been building up over the years, 
has it? 

Mr. Guyer. That is correct. 

The Cuatrman. And it was a little over 7 to 14 

Mr. Guyer. Easily that. 

The Caairman. And what is your undivided profit / 

Mr. Guyer. Our undivided profits is our surplus. 

The CuatrMan. You don’t carry any undivided profits besides your 
surplus? 

Mr. Guyer. No. Mr. Murr: ay, in spite of the fact we area corpora- 
tion, we are farmers, pure and simple. We grow 95 percent of the 
stock that we sell. 

The Cuairman. What dividend did you pay last year? 

Mr. Guyer. We didn’t pay any. 

The Cratrman. How long has it been since you paid a dividend 
on capital stock / 

Mr. Guyer. Five Years. 

The CuarrmMan. What was your postal bill last year? 

Mr. Guyer. Our postal bill last year was approximately $500,000. 

The Cuarrman. And is practically all your business done through 
the mails? 

Mr. Guyer. No. As Istated in my brief here, 60 percent is through 
the mail and 40 percent wholesale. 
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The CHAirmMaN. | meant all your advertising of the business. Is 
that done through the mails? you advertise in newspapers and 
magazines ¢ 

Mr. Guyer. That is 95 percent of mail order; yes, sir. 

The CHairMan. Ninety-five percent ¢ 

Mr. Guyer. Yes, sir. 

‘The CiiarrMan. Your company has done pretty well over the years, 
hasn’t it? 

Mr. Guyer. It would seem so. 

The Crarmman. Are there any other questions? 

Mr. Rees. One question, 

The CHairmMan. Mr. Rees. 

Mr. Rers. What percentage of the total cost of your operation is 
postage ¢ 

Mr. Guyer. What percentage of our total cost of operation is 
postage’ You are talking about our total combined volume, includ- 
ing mail order and wholesale business ¢ 

Mr. Rees. Whatever it costs you to operate during the year. 

Mr. Guyer. That would be about 8 percent, sir. 

Mr. Rers. You spend about 8 percent of your total operation for 
postage ¢ 

Mr. Guyer. In postage, that is right. It runs a little higher than 
that if you relate that strictly to mail order. 

The Cuarrman. Mrs. St. George? 

Mrs. Sr. Grorce. Mr. Guyer, I notice your biggest raise between 
your best year and your poorest year, between 1950 and 1955, was in 
vour payrolls, which went from $1,727,602 to $2,827,394. That, of 
course, is quite a normal and proper raise, I should imagine, but I take 
it you have taken into consideration that that goes for the Post Office 
Department and for every other form of business. 

That is an increase of practically 100 percent. Is that correct ? 

Mr. Guyer. I will have to agree with you, although I don’t know 
what your point is there. 

Mrs. Sr. Grorce. My point is that everybody is in the same box, 
and you probably have had to increase your product, too, in order to 
meet that payroll, which is something you can do nothing about. You 
can come to us and tell us you can’t pay higher postage. You can’t go 
to your employees and tell them you can’t pay higher wages; isn’t that 
a fact ? 

Mr. Guyer. We can’t go to our employees and tell them that we can’t 
pay higher wages ? 

Mrs. Sr. Grorer. You evidently haven’t done it. 

Mr. Guyer. Our wages have to be competitive. 

Mr. Gr. Grorcr. Of course they have to. 

Mr. Guyer. That is part of the competitive squeeze, putting us here 
right in the margin of going into the red. That is one of the main 
points I wanted to bring out. I appreciate your underlining it. 

Mr. Rers. In other words, you do have to pay more for services, 
don’t vou 4 

Mr. Guyer. Yes, sir. 

Mr. Rers. And so does the Post Office Department, too, I assume. 

Mr. Guyer. I presume that they do, but my point here, and my real 
point, is that our catalogs pay their way through the mails, so why 
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should we pay more than the cost of our services as far as the Post 
Office Department is concerned ¢ 

Mr. Rees. You think that third-class more than pays its way, is 
that it ¢ 

Mr. Guyer. I can’t answer that with regard to all items in third 
class. You see, we don’t participate in some items in third-class mail. 

As I introduced myself here, I was talking only with respect to our 
catalog and with our follow-up mail in connection with our mail order 
business. We have just the two classes. There are others that deal 
in other items in the third-class category. 

Mr. Rees. You feel your share of third class pays its way ¢ 

Mr. Guyer. That is right. 

Mr. Rees. Even though the other third class may not be paying its 
way ¢ 

Mr. Guyer. I don’t know about that. I have no reason to make 
any statement in that regard. 

The Cramman. Do you use third-class advertising mail, and cir 
cular mail, also, or just the cat: alog mail ? 

Mr. Guyer. Our catalog followup mail bears the cireular class 
114-cent minimum. 

The Cuairman. That is paying its way, also ¢ 

Mr. Guyer. Yes, sir. It is our conviction that that is paying its 
way by reason of the business that it has produced in classes of mail, 
and particularly first-class and fourth-class which do pay their way. 

The Cuatrrman. That is one and a half cents a piece 

Mr. Guyer. That is correct. 

The Crarman. What is your average postage on your catalogs / 

Mr. Guyer. Five cents. 

The Cuairman. How many pages in your catalog / 

Mr. Guyer. Forty-eight. 

The Cnarrman. [ see your net fixed assets during the past 5 years 
have doubled. 

Mr. Guyer. That is true, but may I clarify that, please / 

The Cuatrman. All right, sir. 

Mr. Guyer. Our financial statement on all operating figures con- 
sists of volumes certified by certified public accountants, reports and 
all I was interested in here was showing you the tremendous facility 
that we had built up by reason of the increase in mail-order volume. 
That is a facility of specialized character and the point I was making 
here was that if we lose the mail-order volume of our business, that 
facility is going to go to waste because it is of a specialized character. 

Some of our buildings, for instance, could not possibly be sold 
or used for any other purposes at a fraction of the cost that we have 
put into them. To explain that other point—and I am glad you 
brought it up, because you wouldn’t want any misconceptions here 
on the part of the committee—this increase in our fixed assets has 
been largely brought about through mortgages and borrowings that 
are not reflected in these figures here, so that difference is not all 
profit, sir. 

The CHarrman. What does the word “net” mean’ It says “net 
fixed assets.” 

Mr. Guyer. Net fixed assets means just net. Gross assets are what 
you pay for something and net fixed assets are what you have left after 
you deduct the depreciation. That is all. 
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The CrHamrman. You say that your net fixed assets of $1,778,93 
comprise a lot of money you owe, a lot of mortgages ¢ 


Mr. Guyer. Yes, sir. We owe a lot. I don’t have the exact figure, 


but we owe between $600,000 and $700,000 on mortgages that we have 
taken on in order to achieve this increased volume. 

The CHarrman. You say that amount is included in your net fixed 
assets of $1,789,936 ? 

Mr. Guyer. Yes, sir: that is correct. 

The CuarrmMan. Where do you show your indebtedness ? 

Mr. Guyer. I don’t show it here, sir. 

The Cnarrman. That is all. Are there any other questions? Mr. 
(7ross. 

Mr. Gross. You had some figures on Sears, Roebuck & Co. 

Mr. Guyer. That is correct. 

Mr. Gross. Do you have any figures as to the use the Burroughs 
Adding Machine Co. makes of the mail or Republic Steel ? 

Mr. Guyer. I have no information in regard to that at all. I bring 
that in, Mr. Gross, because I was terribly, let me say, upset as an 
individual and private citizen when I had heard the publicity that had 
been given over the radio by various newscasters to the ¢ omments that 
had been made by the gentlemen representing big business, and I don’t 
know why they should be coming in here advocating something that 
they : not going to be seriously affected by. 

Mr. Gross. I think you have reason to be concerned, but I just won- 
dered if you had any figures as to the use Republic Steel and the Bur- 
— Adding Machine Co. makes of the mails. 

Mr. Guyer. I haven't any figures on the at, sir. 

Mr. Gross. Of course, like Seagram’s distilleries and this tripe they 
have put out, they can charge it off to business expense, can’t they, this 
so-called institutional advertising ? 

Mr. Guyrr. That is true. 

Mr. Gross. That is all. 

The Cuamrman. Are there any other questions! If not, thank you 
verv much, sir. } 

The hearings will now be recessed until 10 o'clock in the morning. 

ape - ‘reupon, at 12:06 p. m.. the hearing recessed, to reconvene at 
1 a.m., Wednesday, Apr i] 18, 1956.) 
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WEDNESDAY, APRIL 18, 1956 


House or REPRESENTATIVES, 
COMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
Washington, PC. 


The committee met at 10 a. m., pursuant to recess, in room 215, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuaimman. The committee will be in order. 

‘Che hearings will be continued on H. R. 9228, the bill to increase 
post al rates. 

This morning the committee is pleased to have the Secretary of 
Commerce, the Honorable Sinclair Weeks, to give us the benefit of his 
counsel on this legislation. 

On April 11, 1956, I sent the following letter to Mr. Secretary 
Weeks: 

DEAR MR. SECRETARY: Currently our committee is holding hearings on a pro 
posal by the Postmaster General to increase postal rates. ‘These increases are 
primarily on first-, second- and third-class mail. During the hearings, several 
questions have been raised with respect to the effect of such postal rate increases 
on business and business promotions. 

The committee members have requested that I send you an invitation to appear 
before the committee and give your views with respect to this point; that is 
whether in your judgment an increase in postal rates as proposed for first-, 
second-, and third-class mail will be of such a nature as to impede or hinder 
business. 

While I am sure that we will adjust our schedule to meet with your conveni 
ence, I believe that Wednesday, April 18, is a mutually acceptable date. Please 
let me know if you can appear and if this date will be convenient to you. Our 
committee holds its hearings in Room 213 of the Old House Office Building, be 
sinning at 10a. m. 

Sincerely yours, 
Tom Mrwuray, Chairman. 

We are delighted to have you, Mr. Secretary, and you may proceed 
mn your own manner. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF 
COMMERCE 


Secretary Werks. Mr. Chairman and ladies and gentlemen of the 
committee: I have a short statement, if I may read it, and I will in- 
terpolate a little. 

The CuairmMan. Very well, s 

Secretary Weeks. Your chairman has requested my views as to the 
effect of the enactment of a bill, H. R. 9228, on business, and whether 
or not this bill which has for its general purpose the readjustment of 
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posial rates, and the establishment of a Commission on Postal Rates, 
would impede or hinder business. 

Additionally, I dare say that I may be here today because of a sug- 
gestion made by Mr. Harry J. Maginnis, Executive Manager of Third 
Class Mail Users, when he said on March 20, “It seems to me that this 
committee would perform a real service if it would invite the com- 
ments of the Commerce Department.” 

Thus, I take it that Tam here to comment on what I think is, or at 
least should be, the attitude of business toward this project. T am 
sorry that my testimony will probably not please Mr. Maginnis, but 
| think I surely must, in this instance, as is my usual endeavor, try 
to “call them as I see them.” 

Since nearly 45 of the proposed rate increase for first-class mail and 
wll of the p: oposed 3 increases for second- and third-class mail would 
be paid by business, it does seem appropriate that the opinion of the 
Department of Commerce be made available to the committee on a 
matter as important as this. 

Insofar as business is concerned, while there are several segments 
of the business world in opposition—notably a large portion “of the 
printing and magazine publishing industry and some elements of the 
mail-order field—I think it fair to say that business, gene rally, favors 
the increases. 

Certainly the fact that the two great representatives of the business 
structure of the country, the National Association of Manufacturers, 
which endorsed these rate proposals on March 28, 1956, and the execu- 
tive committee of the Chamber of Commerce of the United States, 
which voted on July 21, 1953, favoring the administration’s objectives 
of reducing the postal deficit by effecting economies, and by increasing 
postal rates, would to my mind lend complete substance to this state- 
ment. 

Other representatives of business and many newspaper publishers 
have supported these increases. T have here, as a matter of fact, Mr. 
Chairman, the statement of the National Association of Manufac- 
turers of March 28, 1956, and if it is not already in the record, I ask 
that it be inserted as a part of my statement, if I may. 

The Cuarrman. Very well. It will be inserted as a part of your 
statement. 

(The document referred to fellows :) 





STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS 





The National Association of Manufacturers welcomes the opportunity to record 
its support of the Temporary Postal Rate Increase Act, 1956, which is title I 
of H. R. 9228. Passage of legislation effecting an upward adjustment of postal 
rates is not only essential to the fiscal self-sufficiency of the Post Office Depart- 
ment: it is fundamental to the principles of good government. 

Our attitude in this respect rests in general on estublished association posi- 
tions favoring efficiency in Federal operations, reduction of the burden of the 
Federal expenditures on the people as a whole, balance in the total Federal 
budget, and the broad proposition that Government business-type operations be 
self-supporting. In particular, however, our support of postal rate increases 
stems directly from a specific NAM position on postal policy which states that 
“The fiscal objective of the Post Office Department should be to meet the postal 
expenditures out of postal revenues.” 

This policy statement, adopted by our board of directors on February 3, 1955, 
specifies that postal rates should be revised and adjusted from time to time “in 
order to avoid a postal deficit.” The members of the Committee on Post Office 
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and Civil Service are well aware that a postal deficit in the hundreds of millions 
has been incurred for years. The trend from fiscal 1952 to fiscal 1955 has been 
downward, but the 1956 and 1957 deficits are estimated well above the 1948 and 
1954 lows of slightly more than $300 million. Under present rate and operating 
structures, the postal deficit for 1957 would be $467 million. However, in the 
President’s recent budget message it was proposed that postal rate increases 
involving $350 million be enacted—which would reduce the postal deficit for 
1957 to $117 million. 

We recognize that the postal deficit situation expected in 1956 and 1957 has 
been worsened by the recent pay increases. We do not mean to criticize these 
nereases in the compensation of postal employees, but they have obviously in- 
creased the cost of postal service. It is, therefore, entirely logical in our view 
that the postal revenues should be increased so that the users of the postal 
service rather than the people as a whole would bear the burden. 

even with the increase in postal rates proposed by the President, the Post 
Office Department’s estimated net budget expenditures are high enough to con 
stitute a threat to the presently anticipated, if tenuous, balance in the overall 
Federal budget for 1957. 

The postal deficit is one of an accumulation of many separate eroding forces 
within the budget which, viewed individually, may not stand out conspicuously 
ut, it contributes measurably to the overall burden. And it is an unnecessary 
contribution to that burden. 

One way or the other, the Congress has to act on the postal deficit. If it does 
not require the users of mail service to pay adequate rates, then it must require 
taxpayers-at-large to take up the slack. It would be much fairer and more 
forthright for the Congress to increase the rates than to enact again appropria 
tions to be paid out of general tax revenues to cover a substantial deficit in 
postal operations. 

We strongly urge the Committee on Post Office and Civil Service to take the 
initial step of a favorable report on this legislation. 


Secretary Weeks. I mention again about the United States Cham 
ber of Commerce. The executive committee, on July 21, 1953, voted 
to favor the administration’s objective of reducing the postal deficit 
by effecting economies and increasing postal rates. 

The committee took this action pursuant to the chamber’s long- 
estrblished policy for a balanced Federal budget and economy in Gov- 
ernment. 

I would say that business, which the Commerce Department repre- 
sents, continually calls upon Government to put and to keep its house 
in order which, of course, basically means balancing its budget. So it 
seems to me a trifle inconsistent for any segment of business to expect 
the Commerce Department to support any program which results in 
levying on the taxpayers generally the cost of operation of any Depart- 
ment when that cost of operation should be paid for by those who use 
its services. 

The case of the Post Office deficit is made, I think, more unfair 
today by the fact that under present conditions, with the deficit paid 

from the general tax levy, it really means that the burden is on indi- 
viduals, rather than on business, where it belongs. 

In such testimony as I adduce, obviously I cannot discuss any phase 
of the Post Office operation. I proceed on the statement of the Post- 
inaster General that the Post Office has a deficit which results from 
not receiving sufficient revenue from those who use its services to cover 
its cost of oper: ation. 

General Summerfield and his associates have done, in my judgment, 
an absolutely top job in operating the Post Office Department, aid I 
think are entitled to the support of all concerned in their endeavor to 


balance the Department's budget and operate its aifairs on a business- 
like basis 
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Mr. Maginnis, on page 5 of his brief of March 20, 1956, speaks of 
other agencies of Government which do not break even, and says: 

If, for instance, all of us who are not inventors, wished to complain, we would 
tuke a dim view of the insignificant fee charged inventors for filing patents. 

I should like here to plead a degree of consistency by saying to the 
committee that within 3 months of the time I took office, Mr. Watson, 
the Patent Commission, and T instituted a project to increase patent 
fees in sufficient amount to operate the Patent Office on a self-sustain- 
ing basis—which is what I certainly think not only can but should be 
done. 

Presently legislation is under consideration by the Congress, and a 
hill has actually been reported out by a House committee which will 
vo far along the road toward placing this important bureau on a 
payv-as-you-£o basis. 

Obviously, no business wants to see costs of operation increased, but 
first-class mail rates are the same as they were in 1932, second-class 
rates are only 3 percent above the 1932 level, and third-class rates have 
heen increased only 38 percent. 

Practically speaking, every cost known to business has, since the 
same date—1932—drastically increased, and during the same period 
Post. Office costs have increased 107 percent with 6 pay raises since 
1945. To me there is no validity to the argument that mail rates 
should indefinitely remain the only business cost unchanged and un- 
changing, and that segment of our business structure which opposes an 
increase is, In effect, only asking for a Government subsidy, which 
business generally opposes and w hich Tam certain even the particular 
segment of business against the rate increases would oppose, at least, 
in principle. 

I might add, parenthetically, that the figures available to me indi- 
cate that business not only should, but can, fairly absorb the proposed 
new rates and my categorical conclusion is that these rates will not 
“impede or hinder” business. 

The Department of Commerce can and does endorse and support 
the increase proposed in postal rates now before this committee. These 
increases in revenues will further strengthen the sound fiscal policy 
of the Federal Government. They will ‘aid in balane ing the budget. 
They will rightfully and properly assess more of the costs of this 
(yovernment service against its users rather than against the taxpayers 
as a whole. 

Mr. Chairman, may I be pardoned for indulging in a slight personal 
reference? T have a nostalgic pleasure in appearing before this com- 
mittee. My father was chairman of this committee in the 61st Con- 
gress, and he was the ranking minority Member in the 62d Congress, 
and it was in the Ist session of the 62d C ongress that the parcel-post 
law was inaugurated. 

I think it is interesting that when that portion of the statute was 
placed on the statute books, that it was specifically written in the law 
that the Postmaster General not only could, but should, set the rates 
sufficient to pay the costs of the parcel-post operation. 

That committee, at that time, which incidentally appropriated an- 
nually about $200 million, worked very closely together, I think, on 
a completely nonpartisan basis, and when they instituted this parcel- 
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post law, as I say, they provided in the law that the Post Office Depart 
ment should assess the users enough to pay the costs. 

I hope I may be pardoned for bringing that personal reference in, 
but it did seem to me a little significant, and Lam glad to take the same 
position today that Lam sure my father took 42 years ago. 

Thank you very much, Mr. Chairman. 

The Ciamman. Thank you, Mr. Secretary. Are there any ques 
tions ¢ 

Mr. Rerrs. No questions, except to express apprec lation, Mr. See 
retary, for your coming over here and giving us the benefit of your 
experience and your views in regard to this legislation that is pending 
before us. We thank vou for your statement this morning. 

Secretary Weeks. Thank you. 

Mr. Lesinskt. Mr. Secretary, | ap preciate your testimony before 
us. It will be very helpful. There is one question though that seems 
to disturb me. 

We have had testimony before. and many of the people who have 
testified’ claim, that the national chamber of commerce does not rep 
resent the views of the majority. You put in the record there a state 
ment that the chamber of commerce was for an increase in postal 
rates, which, of course, has merit. 

You, as the Secretary of Commerce, feel the national chamber of 
commerce represe nts all the people that belong to it fairly? 

Secretary Wreks. I am certain in my own mind that the y do. Be 
tween the two, the Chamber of Commerce of the United States and the 
National Association of Manufacturers, you pretty well cover the 
waterfront on business. 

On the business structure of this country, I don’t know how many 
members the United States Chamber has. NAM has somewhat over 
20,000 members. | know the NAM proe ‘edure better because I formerly 
was a director of that organization. However, I know the N AM 
proc ‘edure is meticulous in “its attempt to convey the real feeling of 
its members, and I am quite sure the chamber of commerce takes 
the same position and tries to express what its members believe. | 
think they do. 

Mr. Lesinskt. In other words, do you say that they don’t try to 
impress the members to follow their thinking. but that the *y want the 
thinking of the members ¢ 

Secretary Weeks. I think they want the thinking of the members. 
Maybe I could express it a little better by pointing out the NAM 
procedure. 

They have a board of directors and executive committee, and they 
have policy committees and the policy committee has about 200 mem 
— and they really try to get down and find out what the membership 
believes. I am sure they do i in the chamber, too. 

Mr. Lesinskt. Thank you, Mr. Secretary. 

The Cuatrman. Any other questions? Mr. Corbett. 

Mr. Corsnerr. Mr. Sec retary, you said that your father had been the 
ranking minority member 42 years ago. That would have been 
19144 

Secretary Werks. No. The measure was enacted in 1912. That 
was when he was ranking minority Member. 


75403—56 46 
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Mr. Corserr. I was trying to remember my political history. The 
record ought to show that the Democrats had a majority in Congress 
at that time. 

Secretary Weeks. They did. He was a Republican. 

Mr. Coxserr. Secondly, 1 would like to ask the gentleman—I ree- 
ognize that he made no reference at all as to how these rates should 
be adjusted, and agreeing that some adjustment is necessary and de- 
sirable at this time, the gentleman would not like to indicate where 
and how any of those adjustments would be made, but simply subscribe 
to the theory that the Department ought to be a little closer to a pay- 
as-vou-go basis; is that correct / 

Secretary Weeks. I would ask, Mr. Chairman, and Mr. Corbett, 
to be excused from attempting to say where the rates should be raised. 
That is up to the committee and acting on the advice of the Postmaster 
General and his associates. 

Mr. Corperr. eo T assumed. 

Secretary Weeks. I do feel very strongly that this is a service oper- 
ation and that those who use the ser vice ought to pay for it. Whether 
they ought to pay here, or here or here, that I can’t answer for, but 
somebody the other day ee me why the CAA shouldn’t be on a 
paying basis. 

Well, I think to a degree—that is Civil Aeronautics Administra- 
tion—it should, but we have to remember there you have this problem. 
that 50 percent of the air travel which CAA regulates, so to speak, 
is military and naval flying. You take any service organization, the 
users I think should pay, just as you pay in the city a “real estate tax 
bill, but when you pay for your water, it is metered out to you and you 
pay for what you use. 

Mr. Corserr. With that point in view, we come to the fact that 
when third-class mail was established, which is the direct mail fea- 
tures of the postal establishment, there resulted from that a new indus- 
try in these United States, the mail-order business—perhaps not new, 
but it developed and grew and expanded. 

Does your Department have any idea or even exact figures on how 
wide in scope and what volume dollarwise or anything else this 
direct. mail business amounts to? 

Secretary Werks. I believe we would have some figures, Mr. Cor- 
bett. I don’t have them with me. I will try to supply them for the 
record if you would like to have me do that. 

(The information referred to follows :) 


Scope AND VOLUME OF Direct Mati. BUSINESS 


The Bureau of the Census has published the following data, based on the 1948 
Census of Business, on mail-order houses which they define as establishments 
selling merchandise primarily by mail from catalogs and direct mail solicitation. 
The retail stores of mail-order concerns are not ine luded in this category. 

Sales by mail-order houses in 1948 totaled $1,485,352,000. These sales were 
made by S80 establishments. However, $1,249.351,000 of the mail-order house 
sales were made by 22 establishments of the department store type. Other kinds 
of business accounting for sizable sales through mail-order houses were dry goods, 
general merchandise stores with sales of $51 million; women’s ready-to-wear 
stores, $26 million: feed, farm, garden supply stores, $19 million; book, station- 
ery stores, $24 million; and tobacco products stores, $22 million. 

The census sti itisties on mail-order houses are only for those establishments 
which were primarily in the mail-order business. Total sales by mail order by 
all other types of establishments would, of course, far exceed the volume indi- 
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cated above. For example, there has been a tendency over the last decade for 
many of the larger stores, particularly in the department store field, to invite 
mail orders throughout the areas in which their advertising media circulate 
Many of these stores also sent out small catalogs, particularly during the holiday 
season. However, the Census Bureau has not attempted to measure the extent 
of this mail-order business by stores for which mail-order 
sent the major sources of receipts. 

Data on mail-order houses based on the 1954 Census of Business has not been 
published but the Bureau has estimated that in 1954 sales by 
totaled $1,558 million. 


sales did not repre 


mail order houses 


Mr. Corserr. They would be very helpful because some of the 
estimates we have seen indicate that it has become a tremendous factor 
in your economic life dollarwise, so when we come to the matter of 
udjusting these rates we have to worry considerably about whether 
or not we are going to price some of ths at business right out of = 1e 
market, along with thinking that “Well, it would be real fine if 
could have a break-even point in the Post Office.” 

If, in attempting to do that by rate increases, we destroy a seg- 
ment of our economy, that might not be the wise thing to do. 

Secretary Werks. | personally do not think any reasonable increase 

would destroy that particular business, which I think is a great busi- 
less and entitled to be a part of our economy, but every business has 
a wide variety of costs. 1 just don’t think that there is any particular 
cost that needs to be separated out and arbitrarily kept on a certain 
le vel, 

I think the business should be able to carry on its costs and if it can’t, 
there is something wrong with the manner of its operation or of its 
place in the economy. 

The Cuamman. Any other questions? Mrs. St. George. 

Mrs. Sr. Grorcr. I would simply hke to th: i. the Secretary for 
coming before this committee, as the others have done, and I gather 
from your testimony that what you really want to convey to this 
committee is not so much what they should do, but the importance of 
doing something to give the Post Office Department a better basis 
to work on. 

In other words, you quite ] yroperly don’t want to tell us how to 
raise these rates, but you do tell us that they should be raised and 
they would not in any way hurt the economy of the country. Am I 
correct in that assumption ? 

Secretary Werks. You are absolutely correct. I feel that very 
strongly. 

Mrs. Sv. Grorce. Yes, and as a businessman and also as Secretary 
of Commerce, you are in the very best position to speak of it. Thank 
you very much. 

The Cuairman. Mr. Robeson. 

Mr. Ronreson. Mr. Chairman, I have no questions, but I do want 
to compliment the Secretary on a very clear, fine statement which 
should be very helpful to the committee. I appreciate his being here 
this mOrDINg. 

Mr. Gross. The first question: the National Association of Manu- 
facturers are now represented as in favor of these rate proposals, as 
well as the executive committee of the national chamber of commerce 

Mr. Chairman, have they asked to appear before this committee / 
Will they appear before this committee / 
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The Cuairman. We have a statement from the National Associa- 
tion of Manufacturers which we placed in the record today. 

Mr. Gross. But neither of these groups have asked to appear before 
the committee; is that correct ? 

The Cramman. I don't think so. I am not familiar with any 
request from either group. 

Secretary Weeks. Mr. Chairman, I believe the national association 
statement was presented to the committee. 

Mr. Gross. I understand that, but 1 thought the two organizations 
representing business and industry in this country would, if they were 
in favor of this bill, ask to appear before the committee. 

Secretary Weeks. I cant answer whether they have or not, Mr. 
(7ross. . 

Mr. Gross. Mr. Weeks, you are here today saying that this rate 
increase will not impede or hinder business. 

Secretary Wreks. Not in my judgment. 

Mr. Gross. Did your Department make any surveys? 

Secretary Weeks. We have an office, yes. There was one survey 
made by a segment of our’Business and Defense Services Administra- 
tion. The printing and publishing industry made a survey. 

Mr. Gross. Pardon me. The printing—what did you call this— 
committee or industry / 

Secretary Werks. We have industry committees in our BDSA, and 
one of the industry divisions is the Forest Products Division, and 
their activities encompass the printing and publishing industry. 

They made a survey and found that they are opposed to the in- 
crease. The Office of Distribution of the Department of Commerce, 
which follows matters of this character, has looked into the matter 
at my suggestion and they think that the Department of Commerce 
certainly should not oppose the increase in the rates. 

All of these segments of the Department bring their recommenda- 
tions to the Secretary's office, and in the final analysis it is the re- 
sponsibility of me, as Secretary, to decide what the position of the 
Department shall be. 

Mr. Gross. This Printing and Publishing Committee or Commis- 
sion, Whatever it is, is under your jurisdiction; i is that correct ? 

Secretary Weeks. Yes. It is under my jurisdiction. 

Mr. Gross. In the Department of C ommerce / 

Secretary Werks. Yes, sir. 

Mr. Gross. And this particular committee or commission, board, 
or whatever it is, is opposed to this rate increase bill; is that correct 

Secretary Weeks. Yes, it is. 1 pointed that out in my statement. 

Mr. Gross. I see. However, other than that, vou have offered no 
testimony to show that you have made any other survey in substan- 
tiation of your statement here that this r ate increase bill would not 
impede or hinder business; is that correct ? 

Secretary Werks. No, because it is my responsibility to assemble all 
of the advice I can get from my associates in the Commerce Depart- 
ment and then decide what the position should be. It is not my 
practice to substantiate by detailed information the conversations and 
the memorandums, and so on, that come to my attention on any par- 
ticular subject. 
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Mr. Gross. Yes, but you made no surveys as to business generally 
over the country / 

Secretary Werks. No. 

Mr. Gross. With respect to this bill? 

Secretary Werks. That is correct. It- may have been done in some 
detail by our Office of Distribution. I cannot categorically answer 
that question, but I am sure the Office of Distelladion made some 
kind of a survey. 

Mr. Gross. For 1957 you are asking $1,461 million: for the Depart 
ment of Commerce approximately $11% billion. Is that not correct / 

Secretary Weeks. About that: yes, sir. 

Mr. Gross. And your applicable receipts for that period, for fiscal 
1957, as set forth in the budget, would be approximately $33 million ; 
is that correct ? 

Secretary Weeks. I would guess that would be about right. 1 can’t 
sive accurate testimony on that amount. 

Mr. Gross. I would like to go back for a moment to the Civil Aero- 
nautics Administration. In the budget you have requested $235, 
618,000, What will be the receipts from the Civil Aeronauties Ad 
ministration? You do charge certain fees, do you not ¢ 

Secretary Weeks. I can’t answer that question. TI can supply the 
information for you. I can’t answer the question offhand. 

Mr. Gross. Do you have anybody here who could? 

Secretary Werxs. No. I didn’t come prepared, Mr. Gross, to go 
into the Civil Aeronautics Administration this morning, and I don’t 
have those figures, but I would be very happy to supply them. 

Mr. Gross. You are here advocating rates commensurate with the 
balancing, where possible. of the budget in the Post Office Depart 
ment, are you not ? 

Secretary Wreks. Yes, sir; I am. 

Mr. Gross. I am only asking you a question concerning your own 
Department, and the fees that you charge with respect to the admin- 
istration of the Civil Aeronautics Administration. 

Secretary Werks. I pointed out, I think, a few moments ago that 
the Civil Aeronautics—some people suggest the possibility of charg 
ing fees to a greater extent than we do now and that is a particular 
unit of Commerce where it is difficult to come down to what you should 
charge if there should be any charges, because, as I just pointed out, 
the CAA is responsible for the safety of air travel, and they operate 
the airways and they oper ite the ¢ control towers, and so on. 

Fifty percent of their customers are the Military Establishment of 
of the Government. I mean that percent of the travel is militar y and 
naval aircraft. That is a very difficult and involved question, to get 
into what you could establish as proper charges, and I think it would 
never be possible for the CAA to operate on a pay-as-you-go basis. 

The Washington National Airport operates on a pay-as-you-go 
basis. That is one of our units of CAA, and I pointed out the Patent 
Office operation, which I think should be on a pay-as-you-go basis. 

Mr. Gross. Of course, we face some of the same difficulties here, and 
I trust you are not overlooking the fact that we face some of the same 
liffculties here in the matter of charges for services: what amounts to 

public service and what amounts to a business, and so on, and so 
forth. 
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You understand, I am sure, that we face some of the same difficulties 
that you do in your own Department. You have at least a 50 percent 
play in the field of charges that can be made by the CAA. I will be 
very much interested in having some figures on what you collect from 
the major airlines, with respect to the service that the Government 
provides. 

I am inclined to think they are doing pretty well at the expense of 
the taxpayers of this country. I rather think you think so, too. 

Secretary Werks. I would be glad to supply that information to you 
personally, or for the committee. 

Mr. Gross. In the matter of charging for patents, I don’t know how 
far we can or should go in raising the fees for patents without penaliz- 
ing small inventors. I don’t know whether it is fair to ask for a bal- 
anced budget in the Patent Division of your Department or not. 

[ would, on the face of it, rather question whether we would want 
to put that service ona completely pay-as-you-go basis. [I would think 
we might penalize small inventors, those without any particular funds. 
in favor of those who have plenty of money to pursue patents. 

Secretary Weeks. Of course, in the patent end of it, in my judg- 
ment, it would be quite reasonable to vary the fees as between estab- 
lished businesses and the small inventor. However, that is a long 
subject. We have a bill and it is under consideration, that today 
would about pay out three quarters of the cost. I have been working 
on on for 3 years and haven’t seen the end of the trail quite yet. 

Mr. Gross. You have the Weather Bureau, which provides an enor- 
mously important service to the people of this country, and yet, hav- 
ing been in radio, I know that commercial programs are sold around 
home weather broadc vasts, and therefore, it is possible that some fee 
could be charged in instances of that kind. 

I am not advocating that. I am merely pointing out that in your 
own Department you provide a tremendous service through the me- 
dium of the Weather Bureau to all of the people of this country, and 
I think the people are willing, ready and able to pay for it. 

I think we have some of the same problems right here in this com- 
mittee with respect to public service and postal rates. Mr. Weeks, you 
mentioned the establishment of a commission to fix rates. Are you in 
favor of a commission to fix postal rates ? 

Secretary Weexs. That particular phase of this problem that is 
before your committee I haven’t gone into. I can’t comment on that, 
Mr. Gross. 

Mr. Gross. I notice in your introduction to your statement here you 
mentioned the proposed commission and apparently were in favor of 
the establishment of a commission to fix postal rates. 

Secretary Weeks. Without posing as an expert in that area at all, 
my inclination would be that something along that line might well be 
worked out that would be helpful, but I can’t really comment on it, and 
I prefer not to. 

Mr. Gross. Let me ask you the same question, and TI think I shall be 
through, that I asked Secretary Humphrey vesterday morning. 

Would you then be in favor of a commission to fix corporate 
individual tax rates? 

Secretary Werks. Corporate and individual taxes ? 

Mr. Gross. Yes, tax rates, for corporations and individual taxpayers. 


and 
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Secretary Weeks. I think that is a little far-fetched to fit into the 
picture. I don’t think asa practical matter you could do that. 

Mr. Gross. Certainly postal rates are a form of tax. 

Secretary Werks. I am not here to advocate that specifically you 
take the commission method or the committee method. I think it 
is worth thinking about probably, and it is a part of the bill, but | 
don’t want to comment on it because I haven’t gone into the details of 
the Post Office operation or the details of the rate setting. All I think 
is that here is an agency where the users ought to pay the cost. 

If I may be permitted to say so, Mr. Chairman and Mr. Gross, you 
mentioned the Weather Bureau. 1 don’t know how you could possibly 
fairly assess the cost because you are right across the whole body of 
our population in the Weather Bureau service, but here is something 
where you pay to have a letter or a parcel post package carried, and the 
principle seems to have been well established on a strictly bipartisan 
basis. 

When parcel post was put into operation, it was decided that the 
parcel post must carry itself. 

Mr. Gross. I understand that, and I am not advocating that you 
charge for the weather service which your Department very wisely 
provides for the general public. I am not suggesting that at all. 

I am merely pointing out that you do perform a service for which 
all the taxpayers of this country pay. 

Secretary Weeks. Certainly, just the same as in a city you have 
police and fire protection, but it is impractical to charge the individ- 
uals. However, you buy water and the city provides it and they meter 
you on it. If you use twice as much as as I do, you pay twice as muc! 

Mr. Gross. Getting back to the commission proposal for just a 
moment, it is safe for the record to show that although you mentioned 
it in the opening of your statement, you are not here endorsing the 
establishment of a commission ; is that correct 

Secretary Werks. No. I specifically didn’t want to get into that 
phase of the operation, Mr. Gross. 

Mr. Gross. Thank you. 

The Cuarrman. Any aeneeieoean® 

If not, thank you very much, Mr. Secretary. We appreciate your 
kindness in coming before our committee and giving us the benefit 
of your counsel and wisdom on this question as pertains to business 
generally. 

Thank you, sir. 

Secret: ry Weeks. Thank you very much. 

The Crairman. I see our colleague, Congressman Harrison. He 
has a bill before our committee which is pertinent to this rate question. 
We will be glad to hear from Representative Harrison. 


STATEMENT OF HON. BURR POWELL HARRISON, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Harrison. Mr. Chairman, I am most grateful for this courtesy 
to appear before this committee, somewhat out of order as I under 
stand it, and to show my gratitude J want to be brief. 

The Cuarrman. Very well, sir. 
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Mr. Harrison. In the first place, I hesitate to inject my views, which 
are that strictly of a layman, into this committee which has studied 
these problems and knows them from the technical angle. 

However, I feel so very strongly on the subject of the subsidy that 
the taxpayers are paying to the third-class mail users, the junk mail 
users, that I have had the temer ity to come here and express my views 
on that subject. 

The Cuatrman. | believe you have a bill on that. 

Mr. Harrison. I have a bill, ves, sir. I am not here to defend 
any subsidy in the Post Office Department, but I do say that this 
subsidy has less justification than any of them. You can argue that 
the second-class mail performs a service in giving information to 
people, and so forth, but this is a competitive, profitmaking business 
and the subsidy, according to the cost ascertainment report, as you 
know, is $172 million a year for the third-class mail. 

It is argued, of course, that it is a service, but, of course, it is a 
service that has - be paid for and the question is who should pay 
for it? Second, if it is a service, it is a service that I believe the 
American people do not want performed for them at their expense. 
[ think most citizens are willing to cooperate toward reduction of the 
tremendous recurring deficit in the Post Office Department, even to 
the extent of paying higher rates for the use of the mail. 

Recently I conducted a poll of the people 1 mn my district and asked 
the question whether or not they would favor a change of the third- 
class advertising matter now carried at bulk rates to pay first-class 
rates, and the replies ran more than 17 to 1 in the affirmative. 

It may be contended that bulk mailings, which are subject to de- 
ferred handling in the Post Office Department, deserve a rate conces- 
sion. On the other hand, even if this junk mail has to pay first-class 
rates, the mailer would enjoy a cost advantage because of the privilege 
. addressing such big mailings of identical material to ‘ “Occupant” 

-a street address instead of being required to address every piece of 
alt 

I have no desire to effect punitive legislation of the direct mail ad- 
vertising industry. I know citizens generally are resentful of having 
to pay out of their own pockets in taxes to stuff their own mailboxes 
with unsolicited and unwanted material. 

The Department has been kind enough to make a report on the bill 
that I introduced and I note that the principal objection, Mr. Chatr- 
man, is that there is language in the bill that would present difficul- 
ties to the Department in defining what is advertising. 

I have no devotion to the language in the bill. It was prepared 
by the legislative counsel of the House. It is my understanding he 
took the language description of the mail matter proposed to be 
effected from exist ing statutes. 

If the legislative draftsmanship conld be improved, I am sure 
the counsel and committee would work out appropriate new language 
in the nature of an amendment to accomplish the purposes of the 
bill. That seems to be as I read it pretty much the objection the 
Department has. 

They do say that the loss is $172 million on the third-class mail and 
that if the present volume were continued, this would increase revenue 
by $175 million, although they think that that would reduce the vol- 
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ume, but inasmuch as the volume is carried at a loss, | wouldn't think 
that would be too much an objection. 

Therefore, if the legislative draftsmanship could be improved, | 
im sure the committee counsel could work out appropriate language 
to accomplish the purposes of the bill. 1 do hope, Mr. Chairman, that 
this distinguished committee will give serious consideration to the 
ralsing of rates on the third-class letter which is relatively self-sus- 
taining and substantially making its way, which will require ad 
vertisers engaged in competitive business for profit to pay the costs 
of currying their advertising through the mail. 

The Cuamman. That would be first-class mail / 

Mr. THlarrison. Yes, sir, or at such rate as would eliminate the 
subsidy. 

The Ciaran. Any questions / 

Mr. Rees. I just want to express our appreciation, Mr. Harrison, 
for your being here this morning. We are glad to have your views 
on this important subject matter and are glad to know that you are 
-ufficiently interested in this matter to take the time to come over 
and tell us what you think about it. 

Mr. Harrison. | apologize to the committee for pressing my views 
on them, because | know that I am less well informed than members 
of the committee who have made a study of the subject, but never 
theless, it is a subject that I feel very strongly about. 

The CHAIRMAN. Any other questions ¢ Mr. Henderson. 

Mr. Henperson. Mr. Harrison, we appreciate having your state- 
ment here this morning. Do you have the language of your question 
naire? Do you have the exact language ¢ 

Mr. Harrison. The first question is: 

The Post Office Department continues to operate at a heavy loss, although 
the first-class mail substantially pays its own way. Do you think an increase 
in postal rates is preferable to tuaking up the postal deficit out of taxes? 


Yes, 2.5388: no, 736: and no comment, 394. 

If so, would you favor (a) a 1-cent increase in the first-class rate to help 
make up the deficit on other types of mail? 

Yes, 700, no, 1,852; no opinion, 1,116. 

(b) An increase in the parcel post rates? 

Yes, 966; no, 1,503. 

(c) An increase in the rates on newspapers and mazazines ? 
Yes, 2,009; no, LOS. . 

(d@) Requiring advertising circulars in letters now sent at the reduced bulk 
rate to pay the full first-class rate? 
Yes, 3.087 : no, 165. 

Mr. Henverson. I would like to say I think it is the most complete 
set. of questions that I have seen used by any member of Congress yet. 
I think that the results will be very helpful to the committee. 

Mr. Harrison. Thank you, sir. 

The Cuatrman. Mr. Corbett ? 

Mr. Cornerr. Lam very interested in the fact that you took this poll. 

Mr. Harrtson. Of course, the poll was on a number of subjects, 
you understand. 
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Mr. Corserr. Certainly. I think the high intellectual level of the 
people of your district has long since been sustained by the fact that 
they have returned you frequently to Congress. 

Mr. Harrison. I will agree with that and hope that the gentleman 
means it. Go ahead. 

Mr. Corserr. That is the limit of our area of agreement. The 
gentleman recognizes fully that by making third class pay first class 
rates you eliminate third-elass mail entirely. That is done. I posed 
that question last year or the year before when we were having hear- 
ings, as to why if we were losing money on third class we don’t just 
abolish it and be through with it. 

The answer at that time was a little bit indefinite because it came, I 
am sure, to the gentleman I raised the question to with considerable 
shock. 

I asked the Secretary of Commerce just how sizable was the busi- 
ness resulting from direet- mail advertising. He promised to supply 
those figures. We recognize that it is an enormous business employing 
probably hundreds of thousands of people in all of its ramifications. 

We recognize that this is the volume-producing item in the mail. 
We recognize, because hardheaded businessmen have found this par- 
ticular type of direct-mail advertising and the business resulting loom 
it a profitable competitive business, that to wipe it out of our economy 
would be a terrific loss. 

Furthermore, with all the facilities and personnel of the Post Office 
Department in the establishment, if we were to eliminate this type of 
mall T would say to the gentleman in my opinion that the deficit in the 
post office would increase by leaps and bounds. 

I haven’t posed the question here at the moment, but if this is junk 
mail, as the gentleman says, we find this is the category that the 
newspapers and ms igazines use to advertise their particular products, 
and most of the members of C ongress, your colleagues, use it to ad- 
vertise their qualifications and virtues. 

All along the line it generates money orders, first-class mail, parcel 
post, and all the business. I believe if you were to go back into the 
history of third class you would find it was established and promoted 
for the very purpose of producing volume in the post office at a time 
when the economy of the country was very depressed, and I am sorry 
the gentleman for whom I have so high a regard has his name associ- 
ated with an attempt to wipe out a fine business i in the country, to 
wipe out the volume producer in the post office, to jeopardize the jobs 
of many of our postal employees, to increase the deficit in the post 
office, and to generally weaken the economy of our country. 

I will phrase the question. Would the gentleman like to withdraw 
his remarks ? 

Mr. Harrison. I am sorry that the gentleman from Pennsylvania 
for whom T have such a high regard apparently has his name associated 
with a proposal for profitable business to be continued at a profit at the 
taxps vers” expense. 

Mr. Cornerr. No, no, Tam in favor of a just rate. 

Mr. Harrison. The more the volume, the more you lose, and so 
far as the goodwill engender - by the mailing out of this mail, I think 
it is very dubious whether or not it does produce goodwill. 








POSTAL RATE REVISION 125 


Mr. Corser. If the gentleman will yield there, he said if we in- 
crease the volume we increase the losses. That philosophy has been 
expressed, but from time to time in American business we have had 
the growth of the 5-and-10-cents stores and the low-profit operations, 
and I imagine that many of the corporations in the United States 
today are making their profits not by increased rates or increased 
percent of profit, “but by increase of volume on small profit. 

I could visualize possibly that if we had enough volume and could 
handle it in the post office, we might not have any defiicit and there 
are those who argue with some wisdom that decreased rates might 
take us out of the red. 

Mr. Harrison. I feel that if the volume of junk mail is increased 
much more, the public is going to be heard from pretty strongly on it. 

Mr. Corsetr. Particularly those segments that represent other 
advertising media. 

Mr. Harrison. Particularly the general public. 

The CHamman. Any other questions? Mr. Cederberg. 

Mr. Creperserc. I can’t quite go along with my colleague all the 
way that third-class mail should pay first-class rates. I believe that 
there is a very definite necessity for third-class mail and that when 
properly used it does render a real service to the people of the United 
States. 

However, I will say this: Iam in full agreement that the rate ought 
to be raised considerably over what it is at the present time, but I 
think there ought to be a real policing job done on the type of mail 
the users send through the third-class mail. As a member of the Post 
Office and Postal Operations Subcommittee—and Mrs. St. George is 
on that subcommittee—we have seen the flagrant abuse of the third- 
class mailing privilege where certain concerns in this country, under 
the names of charity and everything else, have raised millions of 
dollars and not 1 cent of it goes to charity. So I think that this com- 
mittee has a responsibility, if we are going to continue third-class 
matl, awd we should, to put some strict regulations on the use of that 
mail so that groups such as, for instance, the Empire Associates in 
the City of Chicago, can’t use it as a vehicle to se ‘ll what amounts to 
a mailing list and practially no other assets for $12 million. 

I think when we are using third-class mail for that kind of opera- 
tion, when we have the “Catholic Products Corporation,” which is 
not a religious organization, out of Miami, sending crucifixes through 
the mail for $1 apiece and taking in $1,200 a day, then I think there 
is an indication we ought to do some thing about third-class mail, and 
[ think if we don’t do it the exact result is going to be just as you have 
stated, the people of this country are going to rise up in arms at this 
junk mail. But I don’t believe by any means that all third-class mail 
is junk mail: 

The CHairman. Mr. Gross? 

Mr. Gross. I have only one observation, very briefly, Mr. Chairman. 
This is off the record. 

The Cuatrman. Any other questions! Thank you very much, 

Mr. Harrison. Thank you. Thank you very much. 

The Cruairman. The next witness is Mr. James H. S. Ellis, 
President of Kudner Advertising Agency, Inc., New York City. 

Mr. Ellis, we will be glad to hear from you. 
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STATEMENT OF JAMES H. S. ELLIS, PRESIDENT, KUDNER AGENCY. 
INC., NEW YORK, N. Y. 








Mr. Exxis. Mr. Chairman and members of the committee: You 
have already identified me, sir, and I might say that I have been in 
the advertising agency business for 35 years and have been an agency 
head for 11 years. 

The work of an advertising agency includes much wider responsi- 
bilities than the writing of advertising. It involves, of course, the 
purchase of media. But it also involves an appraisal of marketing 
conditions, consumer attiudes, the effect of economic conditions on 
the progress of our clients. 

Your committee has listed, I think, with great patience to a lengthy 
discussion of postal rates and their potential effect on publishers and 
future advertising volume. Our business would naturally be affected 
by anything which adver ‘sely affects advertising volume, but it is my 
considered conviction that the proposed post: al rate increases raise 
no threat. 

| propose to speak very briefly, limiting my comments to an exami- 
nation of two questions: Will the increased postal rates put an un- 
bearable burden on the publishing business? Will they produce a 
curtailment in advertising harmful to our economy ? 

Publishers are essentially manufacturers. They convert thousands 
of tons of paper and ink into magazines which they distribute through- 
out the country. They, like other manufacturers, have been faced 
with increased costs in recent years, and no one is happy about cost 
increases. 

But most manufacturers have handled them, as far as possible, by 
increased efficiency in their operation or by passing them on to their 
customers. Practically everything the public buys costs more today 
than it did 10 years ago. 

In the case of publishers, there are two main sources of revenue. 
One is from the sale of their publications to the public; the other 
is from the sale of advertising space. Is there any reason why postal 
costs cannot be passed on, just as the increased cost of paper, or ink, 
or other production costs are pi assed on ¢ 

I would like to show you an advertisement which appeared in the 
New York Times on April 11. This says that McCall's magazine hits 
5 million total circulation in March. Then it goes on to say in the 
first paragraph, “Two important things happened last month. The 
price of MeCall’s was increased from 25 cents to 35 cents, and more 
people than ever bought McCall's.” 

It goes on to say that the newsstand sales were 1,800,000 and the 
incease from 25 cents to 35 cents produced on this basis additional 
revenue of $180,000 for a single month, which would amount to 
$1,960,000 a year. 

I have also had prepared and it is in the back here a tabulation of 
the 20 largest magazines which compares 1947 with 1955. These com- 
parisons cover the advertising revenue, which does not include revenue 
from the publication sales, the page rate black and white, circulation, 
newsstand price, and yearly subscription price. 

I will not burden you with details. But all but one of these maga- 
zines has increased the advertising cost per page. All but one has in 
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‘reased in circulation. Twelve of them, including MeCall’s, which is 
ot indicated here on the tabulation, have increased the newsstand 
price. Fifteen have increased their subscription price and 16 of them 
have had an increase in advertising. 

In totals, everything is up. The detailed analysis is on this tabu- 
lation. I will read only one set of figures: Total advertising revenue 
has gone, in round numbers, from $294 million to $420 million. 

On April 10 you heard a statement of the President of the Curtis 
Publishing Co. who said that net earnings for his company last year 
were $4,081,000 and that a postal rate increase would cost $2,180,000, 
of which $1,265,000 would be for second class. 

It is only fair to point out that last year this company’s advertis- 
ing revenue, not counting revenue from other sources, was $83,731,203, 
and that over recent years, increasing costs of various kinds have been 
covered by the following rate increases without impairing this com- 
pany's growth: 12 percent in 1948; 5 percent in 1951; 10 percent in 
1952; 15.4 percent in 1953; 7 percent in 1954; 7 percent in 1955. 

These are taken from the Saturday Evening Post as their leading 
publication, but you find a somewhat similar pattern throughout the 
magazine field. 

If advertising bore the total increased postal cost of $2,180,000 for 
this one company, it would involve a rate increase of less than 3 per- 
cent. Lf advertising bore the second-class increase only, it would take 
less than 2 percent. 

This brings us to the second question: Would such a rate increase 
produce a curtailment in advertising harmful to our economy 4 

There is no evidence that past increases have had such an effect. It 
can, I believe, be explained in this way: advertising expenditures are 
only a small percent of the cost of doing business. Attached is a 
sheet showing percentage of sales spent for advertising in 1954 by 100 
top industrial eo These percentages range from a oor 
of 1 percent to about 7 percent. If you take 3 percent of 7 percent, 
it is about one-fifth of one percent, which is not an alarming increase. 

But even this is higher than the actual increase involved. As the 
spokesman for the Curtis Publishing Co. has pointed out, magazine 
wuivertising accounts for only $723 million a year, out of a total adver- 
tising e xpenditure of $9 billion, so that magazine advertising is 8 per- 
cent of the total. 

Television, radio and outdoor advertising certainly would not be 
affected, but if you take the magazine figure, 8 percent of one-fifth of 
| percent is a very small figure, indeed. 

My conclusion is that the publishing business and the advertising 
business will still manage to be prosperous if Congress passes H. R. 
J228. 

But my conclusion is less important than the opinion of advertisers 
who must foot the bill, It is highly significant that spokesmen for 
several of the Nation’s largest advertise rs have appe ared in favor of 
this bill, several spokesmen for business associations, who certainly are 

interested in the country’s economic welfare, have surged passage of 
this bill, and not a single spokesman for any association of adver- 
tisers has appeared to criticize this legisation. 

Thank you for the privilege of presenting these views. If I may. 
sir. I have a brief statement from one of my competitors, 1 might 
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say, Mr. Leo Burnett, of Chicago, who is the chairman of the Leo 
Burnett Co. He says: 


I have had the privilege of reading the statement of James H. 8S. Ellis, presi- 
dent of Kudner Agency, Inc., and endorse in principle the a ieeeet he expresses 
in favor of H. R. 9228. 

I have had no opportunity to analyze the figures contained in his statement, 
but am glad to support his overall attitude because of my opposition to any 
and all forms of Government subsidy. According to my information, the cost 
of operating the Post Office Department is showing increasing deficits. I believe 
that these deficits should be relieved by good business practices which would 
seem to include increased postal rates. 

It appears to me that the transportation cost of magazines must properly 
be considered, in part at least, as an operating expense by publishers. There 
is no doubt that consumer demand created through advertising is an important 
factor in our economy, but it is not conceivable to me that the proposed increases 
in the cost of delivering mail could seriously affect the scope and power of 
advertising so distributed. 


I sympathize with the problems of magazine publishers, but also am inter- 
ested in a more efficiently run government and, therefore, support the Admin- 
istration’s program in attempting to reduce deficits in the Post Office Department. 

The Cuatrrman. Thank you,sir. Any questions? 

Mr. Gross. Yes, Mr. Chairman. 

The CuainrmMan. Mr. Gross. 

Mr. Gross. Mr. Ellis, Kudner is an advertising agency 4 

Mr. Exits. Yes, sir. 

Mr. Gross. And you are located where / 

Mr. Evuis. New York. 

Mr. Gross. In New York ¢ 

Mr. Exuts. Yes, sir. Offices in Detroit, Dayton, Los Angeles, and 
San Francisco. 

Mr. Gross. To what extent do vou use the mails ¢ 

Mr. Exxis. You mean our company or our clients 4 

Mr. Gross. Your company. 

Mr. Exuts. I think our postal bill last year was $7,000. 

Mr. Gross. Mostly in what category / 

Mr. Exuis. First class. 

Mr. Gross. — say it is highly significant that spokesmen for 
several of the Nation’s largest “advertisers have appeared in favor 
of this bill. What do you mean when you say the “largest adver- 
tisers”? Do you mean those who buy advertising or those who pub- 
lish advertising. 

Mr. Exits. Those who pay for the advertising published. You will 
find several of them on the list in the back here. I understand that the 
Coca Cola Co. has appeared, that Procter & Gamble have appeared 
here. I would call them large advertisers if they are among these 
people listed on this list. 

Mr. Gross. You mean people who buy advertising, not those who 
publish advertising ? 

Mr. Exxis. That’s right. Well, they pay the magazine to publish 
their a. 

Mr. Gross. IT understand that, but I think there is a difference. 
Sometimes the meaning of “advertiser” is loosely construed. 

Mr. Exits. They are “the people who would be on the receiving end 
of a rate increase. 

Mrs. Sv. Grorer. Mr. Chairman? 

The Cuamman. Mrs. St. George. 
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Mrs. Sr. Grorce. Mr. Ellis, the figures on page 3 of your statement, 
that is, the increases in advertising rates since 1948, up to 1955, total, 
as far as 1 can make out, 54.4 percent; is that correct / 

Mr. my [ am not a good enough mathematician to answer you. 

Mrs. Sv. Grorce. I think that is pretty near it, anyway. That, 
is I ols sland your statement, is compared, you say, on page 4: 


If advertising bore the total increased postal cost of $2,180,000, it would in 


volve a rate increase of less than 3 percent. If advertising hore the second-class 
increase only, it would take less than 2 percent. 

Therefore, putting it at the very highest figure, it would be 3 per- 
cent as opposed to increases in the advertising rate of 54.4 percent. 
Isn’t that about the situation ? 

Mr. Exuts. Yes. 

Mrs. Sr. Grorce. In other words, it is 3 percent increase as against 
+ percent increase ¢ 

Mr. Exzis. Against these annual increases which have kept up year 
by year. 

Mrs. Sr. George. Yes, year by yea 

The Cuamman. Any other ‘eithiamed 

Mrs. Prost. Mr. Ellis, do vou feel that second-class mail should 
be increased more? Since second-class mail shows the greatest deficit, 
do you feel that it should be increased more than 15 percent the first 
vear 4 

Mr. Exuis. Let me say first my comment here is based on the pro 
posed increase. J] don’t think I am qualified to say how much it 
should be increased. I might say this: That these people, for example, 
have sold subscriptions and they are committed to fulfill them, and I 
think there must be some recognition of the fact that they will have 
to absorb this. T am not competent to give you an exact figure. 

Mrs. Prost. Thank you, Mr. Chairman. 

Mr. Lestnskt. Mr. Ellis, in other words vou feel that any raise in 
second-class mail should not be all of a sudden? The increase should 
be, say, 10 percent a year, or thereabouts, and not all at once / 

Mr. Exuis. That would be quite a burden. My comments were 
based on the proposed increase. 

Mr. Lestnskt. I notice you have quite a good breakdown in your 
testimony here of various people, but it seems to me that you strike 
upon those of your publications that have a large income and relatively 
high circulation, and so naturally, the increase in this bill would not 
affect them all. Given to those with the borderline circulation, they 
certainly show and just make enough income to exist today. 

Mr. Extis. Let me explain. In order not to get too long, I merely 
took the 20 largest, which takes us down to the magazines with about 
» million circulation, and when you get below this, it is a little diffi 
cult to say that there is any great hardship on the marginal people, 
because if they are small, the rate increase is in ratio to their cir 
culation. 

Mr. Lestnskr. That is true, Mr. Ellis, but supposing a new publi- 
cation comes out on the market. They wouldn’t stand a chance at all 
to compete if the rates were high, would they / 

Mr. Exiis. Why would the rates be any higher in ratio to their 
circulation than these people / 

Mr. Lesinsk1. I accept that as an argument, but the point is, with 
your potential with the large circulation that vou have, in spite of 
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the fact that they might have a supposedly better magazine they would 
have a very tough time getting in the field, wouldn't they ¢ 

Mr. Exuis. Not proposed reasons; for a lot of reasons, although 
there are new m: wazines which start up and manage to succeed. 

Mr. Lestnskr. ‘That is all, Mr. Chairman. 

The Cnamman. Thank you. 

Mr. Gross. I have one other question, Mr. Chairman. 

Mr. Ellis, you are a member of the Advisory Committee of the Post 
Oftice Department ¢ 

Mr. Exuis. Yes, sir. 

Mr. Gross. I assume you endorsed this bill ? 

Mr. Ennis. Yes, sir. 

Mr. Gross. Did the committee endorse this bill ? 

Mr. Exxis. With one exception, sir. 

Mr. Gross. Then you endorsed the provision for a Commission to 
Establish Rates; is that correct 4 

Mr. Exuis. I did, yes. 

Mr. Gross. You believe in that ? 

Mr. Kisis. I accept the recommendation of the Post Office Depart- 
ment. They have given a great deal of study to it. 

Mr. Gross. You can express a personal opinion, can’t you 4 

Mr. Exits. I can; yes, sir. 

Mr. Gross. You are in favor of it ¢ 

Mr. Exuis. I have endorsed the bill. 

Mr. Gross. T will ask you the same question: Would you favor a 
commission to establish corporate and income rates / 

Mr. Exuis. I haven’t given that any thought. We have things like 
ICC to control transportation rates. 

Mr. Gross. I understand that perfectly, but would you favor a com- 
mission to establish tax rates, both corporate and individual ? 

Mr. Eunis. I would like to give it more thought than | have been 
able to give up to this time. 

Mr. Gross. I imagine you would. You would give it a lot of 
thought. 

Mr. Exuis. They couldn’t raise them much. 

The Crrarrman,. ‘Thank you very much. 

We will include in the record at this point the tabulation you re- 
ferred to and the advertisement. 

(The documents referred to follow :) 
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Highest issue in McCall’s history... 


MARCH McCALL 
HITS 


3000000 


TOTAL CIRCULATION 


McCall's Contineing Circutation Gains Since 1950 Two important things happened last month. The price of 


McCall's was increased from 25¢ to 35«... and more people 
4641018 than ever before bought McCall's. 


4958 602 The March issue of McCall's set another new circulation high 


with a total circulation over 5,000,000—including a newsstand 
sale of 1,800,000 (Publisher's Estimate) 


The real significance of this latest circulation record is that it 
continues an up-trend in McCall's circulation which started 
in 1950 and has continued consistently since then 


The trend is shown in the chart at left. And here are the 
latest ABC figures 


2nd 6 months 1955 4,641,018 
Last quarter 195 4,677,472 


December 1955 4,750,783 
1951 «195219531954 


McCalls 


The magazine of Togetherness 
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| | 
. eS | Sales or Advertising 
Rank Company | revenues! | expenditures 
| 
Thousands | 
1 | General Motors Corp.-.--------- iesiskbuidnns wees $9,823,526 | $74, 338,2 227 
2 Standard Oil Company of New Jersey See - 5, 661, 382 | 2, 635, 322 
3 | United States Steel Corp-_____----- ; 3, 250, 369 | 4,711. 736 | 
4 | eer pieetie SO titan iin attained dank 2,959,078 | 24, 662, 506 
Thea. ee ee eee eee ee eee 2, 510,805 11, 038, 835 
6 | eae ERE. ee OE ee eee ae eS 2, 071, 598 30, 415, 599 | 
7 | Armour ae ee ee ee ee 2, 056, 149 7, 199, 025 
8 | Gulf Oil Co_-_--- ee Se es : 1, 705, 329 4, 436, 574 
9 we Vaounlts O8 06...) - cu. ss co 1, 703, 575 4, 735, 708 
10 I. du Pont de Nemours Co............-..-....--..- 1, 687, 650 7, 655, 959 
11 Be thlehem Steel Corp-- peat abc ies 1, 667, 377 1, 010, 580 
12 | Standard Oil Company of Indiana______- 1, 660, 343 3, 582, 739 
13 | ane Electric C “Dp eS ee ae 1, 631, 045 | 9, 039, 273 | 
14 exas Co icksiaermnsiaaae ib<beooan ane 1, 574, 370 | 6, 535, 086 | 
Oe 7 OTE TEND coe noe ccm ccarsegn anges «tei 1, 526, 231 | 1, 227, 885 | 
5G 1 SED AOE TO nw rien nan ce Sona 1,312,060 | 2, 668, 045 | 
17 | National Dairy Products C orp- isan a 1, 210, 329 13, 008, 123 
18 | Standard Oil Company of C piitormih- co oe ef 1, 113, 343 | 1, 783, 018 | 
19 | Goodyear Tire & Rubber Co........--------. ..--| 1,090, 094 9, 736, 609 
Oe) Re NN onc can ceneceeeekwwens 1, 033, 176 354, 143 | 
BE oO Ce ee me sl 1, 021, 461 2, 094, 526 
22 | International Harvester ie ek... See cee 994, 074 2, 759, 963 
23 | Radio Corporation of Americs-.-.-.-.-.-----------.----- | 940, 950 7, 283, 315 
24 | Union Carbide & Carbon Corp-- PF RE 923, 693 4, 008, 007 
25 | Firestone Tire & Rubber Co------ ais coisa deeiie i 916, 047 5, 278, 717 
we OU Se a 915, 217 899, 454 
Obs, 2 3. ff a er ae ee 911, 050 50, 135, 501 
Os | Reseiblis Riedl CMe... pas -ono-——-- Sess seme anf 846, 311 1, 892, 340 
Be Oh i” ee ee a eee ee ee | 813, 174 2, 310, 184 
Res ok a se eee | 794, 599 1, 826, 856 
31. | Gein Beods ieee, |. oa, ~ ec +d | 723, 008 62, 000, 000 
BS | Wie ates Tee 0 foci own och nse cea wececcu 782, 574 3, 575, 088 
Oe ca i ninletannommbnienweaibedeaaie tune | 776, 839 | 6, 431, 896 
34 | Lockheed Air raft C ‘orp Salah Mielke i ibe dab densiaae anal il 732, 873. | 648, 709 
35 | Aluminum Company of America... .................- | 708, 344 | 3, 665, 197 
96 | International Pane? GOS. o0c.5.5 et een wets « | Ly ee 
37 ee EAD.c25 citauntewscotwadiakiebkitedpaswabbaeed 680, 466 1, 860, 882 | 
a ST RONEN es inn acinar ok edu waa eeetigne erin 659, 532 | 2, 795, 322 
39 | United Aircra tC IE ncn Wie cokgidtmaneendhincedaewiae 654, 240 | 912, O80 
i) IERIE EON oes ons od ct anniceencickenswansaca 652, 391 | 269, 870 
fDi Rares SPOS SINE. on cncnccensonenunnaeracens 648, 641 | 287, 146 
42 | North American Aviation, Inc..................-....- 645, 821 | 182, 663 
a I ns ee ee eee nomen ene exaen 633, 458 | 6, 479, 543 
Oe Fee CT FO on ccc aints miakcoceesasetcenwasnn 630, 671 | 4, 706, 422 
05 TSO CONN SAD: 2 oc ccerewctcucndacacnenneves 616, 164 | 834, 990 
50) DG BCUGR EDS... netgukertgeesenneunens * 607,712 | 1, 669, 815 
47 Ad antic Refining Renae eee ete ae ese 596, 168 | 661, 327 
48 nlind Stee Si atta tadiaecikateiicheat aeinaniadapememeteimenmane tate 533, 113 787, 831 
49 ee. ee eet le ee 532, 045 | 488, 900 
50 | Allied Chemical & Dye Cor BD sis naiebewndenmeae cians 530,777 | 1, 600, 965 
51 | American Metal Products Co.*.............2.-...-..-- DS ane 
5 1 iar ee te i Bed ce deuce cucu ones 509, 457 17, 663, 577 
SE 5 re OPN OO iss cle oi caeds ere ndcewcekenceones 500, 125 | 061, 460 
54 Allis-Chalmers Mamufact ring Co__.-....-..--- - 492, 949 | . 498, 749 
55 | Jones & La vetiin Steel Corp... ...- 2s... .. 6526555. 492, 941 R ‘ 
56 | Ceneral ‘ills, Ine ee eS 487, 587 | 
Cy RD oS een nee 484, 058 | 37, 
Bt} Cordier rtet Oi b.. . 5. bos ecsnicc. 75, 084 | : 
69 | Clin Mathieson Chemical C orp i iain 470, 108 | 2, 073, 751 
60 | American Smelting & Ref eee Me 
61 | Internstion®l Business Machines Corp_______._...___- 461, 350 1, 126, 840 
62 | Anacond: Copper Mining Co....-.................... 461, O87 1, 024, 865 | 
63 | Tide Wator Associated Oil Co.5 459. 030 4 
64 | Cudahy Packing Co 454, 794 af 3 | 
65 | Briggs Manufacturing Co.®____..___...-....-.- sani iat 41, 6 
eS ONE SE |. on cen, ide cacnncncgeignababigieeds 449, 906 660, 167 
67 | R. J. Reynol’4s Tobacco Co 438, 274 19, 590, 175 
68 Pittsburgh Plate Glass Co Z i 431, 016 1, 975, 019 | 
69 | Dow Chemical Co 428, 255 3, 718, 142 
70 Youngstown Sheet & Tube Co 428, 189 177, 990 
71 | Kennecstt Copper Corp .....--.------- 423, 642 $10, 416 
72 National Lead Co 419, 334 826, 480 
73 | Standard Brands, Inc 415, 855 


8, 305, 986 
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Percentage of sales spent for advertising in 1954 by 100 top industrial 
corporations—Continued 


| 
| 


Rank Company 


| W. R. Grace & Co___..- 
Caterpillar Tractor Co_- 


Percent sales 
spent on 
advertising 


Sales or Advertising 
revenues ! expenditures 


Thousands 
$413, 402 
401, 041 


| American Motors Corp 
Ralston Purina Co 
American Cyanamid Co F ad , 5g 
ITI gies ediiim mniecctoms ae ant oes 391, 02 
OE EE GP cadncctccuwse halide : 388, ‘ 
Borg-Warner Corp ich 380, 3 
National Biscuit Co 76, ¢ 
Aveo Manufacturing Corp 
Union Oi] Company of California 
Phileco Corp be . ‘ 
Burlington Mills Corp 
Monsanto Chemical Co 
Campbell Soup Co 
Owens-Illinois Glass Co 
Pillsbury Mills Ine 
Singer Manufacturing Co 
George A. Hormel & Co 
Hygrade Food Products Corp--- 
Republic Aviation Corp 
Carnation Co 
American Sugar Refining Co. 
Reynolds Metals Co.’ 
John Morrell & Co 
Standard Oil Company of Ohio 
100 | American Radiator & Standard Sanitary -- 


1 Sales and revenue figures were compiled by Fortune. The magazine points out that certain large cor- 
porations that do not publish sales figures—like Ford Motor Co. and Lever Br are necessarily omitted 
from the list. 

2 The General Foods ad expenditure figure covers all money spent for advertising in 1954, as reported last 
month at the company’s annual stockhclders’ meeting. 

3 Ad expenditure figures for Intcrnational Paper Co. not available 

4 Ad expenditure figures for Amcrican Metal Products Co. not available 

5’ Tide Watcr expenditure figures do not include money spent for Skelly or Veedol advertising. Skelly, 
Veedol, and Tide Water are all part of Pacifie Western Oil Ccrp. 

6 Sales figurcs for Briggs in the Fcrtune tabulation are for the year ending Dec. 31, 1953 

7™The Reynolds Metals ad expenditure figure was taken from the company’s annual report (see editorial 
on p. 12). 


NotTe.—Figures cover ad expenditures in newspapers, newspaper supplements, consumer magazines, 
I 


ily Figures for outdoor, point 


farm magazines, business publications, network radio, and network TV « 
of sale, spot radio and TV, direct mail, dealcr co-op are not included (except for General Foods and Reynolds 
Metals). 

Souree: Advertising Age, Aug. 8, 1955. 
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The CuairMan. The next witness is Mr. John J. Crawley, president 


of William H. Wise & Co., New York City. 


STATEMENT OF JOHN J. CRAWLEY, PRESIDENT, WILLIAM H. WISE 
& CO., NEW YORK, N. Y. 


Mr. Crawtey. Mr. Chairman and ladies and gentlemen of the com- 
mittee. My name is John Crawley. I am president of William 
H. Wise & Co., Inc., mail-order book publishers in New York City. 

We have been in business since 1906 under this name. Right now, 
and for the past 6 months, we have been operating as debtor- in-pos- 
session under jurisdiction of the Federal court. 

I am here primarily to protest against any further increases in 
postal rates, especially third- class matter, and I believe that most of 
our financial difficulties are the result of the 50 percent increase in the 
third-class bulk mailing rates—somebody has referred to them as 38 
percent; they are 50 percent—which were put into effect on July 1, 
1952. 

Back in 1950 when committee hearings were being held on the pro- 
posed increases, it was the opinion of the Post Office Department that 
the increase in third-class rates would provide an increase in postal 
revenue. Well, that just didn’t happen in our case, and we were one 
of the Nation’s largest users of the third-class mail service. 

In the years indicated, we spent the following amounts for third- 
class mail service : 

$1, 109, 682. 98 | 1954 -- $872,220.03 
960, 485. 48 | 1955 749, 793. 94 

In 1953, we had over 300 employees, and since then, in a vain effort 
to make ends meet, we have kept on reducing the number of our per- 
sonnel each y ear until now we have around 100 employees. 

Last year D5 aintained a mailing rate of over 1 million 
pieces—$1i 5,000 in n post: ige—every week. This year, ever since Jan- 
uary 1, we have m: aintained a rate of approximately one-third of that 
number, a little over 300,000 pieces, $4,500 in postage, each week. 
In our case alone, that is a reduction of $45,000 a month in postal rev- 
enue for the Post Office Department. 

I am afraid that if there is any further increase in these rates we 
will have to suspend business altogether. Right now we are search- 
ing around for other kinds of business to get into. For example, it 
is possible to sell substantial numbers of books through chain stores, 
but books so distributed have to be best sellers to begin with. 

I have a note here that this 50 percent increase in postage actually 
amounts to 614 percent of sales. I don’t know any industry, large 
or small, that can afford to have th: : percentage of its sales set aside 
for an additional charge of selling expense. You can take all the 
great industries and most of the little ones. They don’t make 6 per- 
cent, and neither do we. 

Let me finish off this report with the opinion that there must be 
many thousands of post offices all over the United States which do not 
earn their keep when figured on a dollars and cents basis. Never- 
the less, these post offices are necessary, vitally necessary, for the 
Nation’s economy, perhaps just as necessary as the Department of 
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Agriculture or the Department of the Interior, each of which neces- 
sarily operates on a substantial annual deficit. 

It is my considered opinion that the Post Office Department will 
always have to operate under a deficit as it has been doing for many 
years. I have heard some questions this morning and I have read 
earlier testimony having to do with the cost system. 

I have seen some reports which indicate that there is a large ques- 
tion in the minds of many people in the Post Office and out as to 
whether we have a cost system in the first place. 

It is a cost ascertainment division and that is used primarily for 
their own internal use. There are statements to the effect that it 
was never intended to be a rate-making facility and years ago when 
T had a lot more time, I spent quite a little time checking the Post 
Office Department method of costing. 

T don’t know what the situation is today, but I recall that third-class 
mail was figured in this way: Four weeky periods were pulled out 
of the hat, so to speak, every 3 months, and an actual test was made 
in 50 or 60 post offices, first-class perhaps, 5 or 6, second class, 10 or 15, 
third class 25 or 30, and maybe the fourth class 75. 

How the Post Office decided which ones to pick, I don’t know, but 
elsewhere I have read that there is a variation in post office costs in 
the case of the first-class post office of anywhere from 35 to 50 per- 
cent for handling mail, so I will stop there with the simple state- 
ment that I think the cost system as defined, as a cost ascertainment 
department, might be considered, if you will, as an educated guess as 
to what the real costs are, and I can appreciate trying to take care of 
some 15 billion or 20 billion transactions a year requires some very 
unusual cost systems, but I think that is a wrong idea, to put a firm 
like ours and perhaps many more who haven’t had the time or maybe 
the office with which to come back here to testify, as we have had. 

That comes under the question of somebody having stated here this 
morning that there was a $172 million loss. I don’t think the Post 
Office itself calls it a loss. It refers very carefully to the fact that it 
is a difference between receipts and cost ascertainment. 

I heard a lot about a questionnaire that was sent out this morning; 
3,000 answers. I want to raise this question, with 40 years’ mail order 
experience behind me—— 

The CHarrman. Finish your prepared statement. The hour is 
growing late, and there are several other witnesses. How much 
longer do you care to elaborate ? 

Mr. Crawtey. I have three notes, if I may, sir. 

The Cuarmman. All right. 

Mr. Crawtey. That depends to a large extent, in the results you 
obtain, by the names you send to. I don’t know where the particu- 
lar test was made, but I dare say I can find 4,000 or 5,000 customers 
there and send a test sheet that would have to do with whether or not 
people want the mail order third-class or not. You might find we 
would get entirely different results in that very same area. 

I heard a question, too, about overhead and the fact that increased 
volume means a further increase in loss. I just want to raise this 
question, and that is: We have all kinds of post office buildings, and 
we have all kinds of service and trucks and equipment. I don’t think 
they necessarily increase if you have more volume in third-class mail. 
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I want to thank you all for your courtesy in hearing me out and I 
hope you give consideration to our plea. 

The Cuamman. Any questions? 

Mr. Lestnsxkr. You have heard elaborate testimony here, Mr. Craw- 
ley, of the ability to pay by certain publishers and advertisers, those 
whose profits are exceptionally high and whose volume is exceedingly 
large. 

Do you think we, as Members of Congress, should accept their testi- 
mony as fact and fully disregard the others who are not in the same 
position ? 

Mr. Crawtry. I don’t know enough about that magazine business 
to be qualified to answer. I am in the book publishing business. 

Mr. Lesrnsk1. I appreciate that, but the point is, should we accept 
the testimony of those who are in an exceptional position to bear 
the brunt of this bill as it stands today, or should we give considera 
tion to others that are in not so good a position d 

Mr. Crawtey. The economics of the magazine publishing business 
are entirely different from the book business. Let me give a brief 
illustration this way: Most of the magazines, I think all the big ones 
that have been referred to here this morning, circularizing by third- 
class mail to solicit business, tremendous numbers, millions and mil- 
lions of people, can afford to spend $2 or $3 to get an order for $5, 
because their renewal percentage the followi ing year and the following 
year is much lower and in the meantime their adv ertising income every 
year, every month—years ago I was with a magazine publisher. It 
barely paid the cost of printing the magazine. The subscriptions 
would never, never do that in a normal case. The printing of the 
magazine is a tremendous expense. 

In most cases it is pr etty close to the advertising revenue, except 
when you get in great big areas. You can’t just take ‘the gross revenue 
from advertising for a magazine and decide that is all you need to 
know. 

As your gross income increases, you can appreciate that the num- 
ber of pages of advertising increases, and you do run out of printing 
plants able to handle your work and you may have to sent it to 10 
others that are much smaller : and have to charge you twice as much per 
unit. I think Life magazine is doing that. 

Mr. Lestnskt. That is all. 

The CHarrman. Any other questions? 

Mr. Rees. I just have one question. In view of your statement this 
morning, would you suggest that these rates be lowered? 

Mr. Crawtey. Third class? 

Mr. Rees. Third-class rates be lowered ? 

Mr. Crawtey. I think there might be a question there as to whether 
or not they shouldn’t be lowered. I am fighting here now to keep 
them as they are. They went up 50 percent. There is nothing else 
that we buy that has gone up that much. We could reduce other 
things. Take the circulars and envelopes. We can change the policy 
of the paper. We can change the quality of the printing. Instead of 
four-color printing, we can make two-color printing. We can stick 
to only certain classes of names, instead of alee out into the field 
and getting all kinds of names. 

Mr. Rees. If you were convinced that you are not paying for the 
service you get through the Post Office Department—if it isn’t $132 
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million, even if it may be less—wouldn’t you be willing to pay a share 
of that as a businessman ? 

Mr. Crawtey. If I was convinced that that is the true cost, I cer- 
tainly would, provided that same application applied to all the classes 
of mail; I mean within the scope of the first 4 or 5. I don’t want to 
get involved in registry mail and so forth. 

Mr. Rees. You put out a number of books, don’t you? 

Mr. Crawiey. Yes, sir. 

Mr. Rees. What is about the average selling price of those books 
now ? 

Mr. Crawtey. $4.70. I am not quite certain of that. 

Mr. Rees. You haven’t increased the prices of the books, then? 

Mr. Crawtey. Oh, yes, sir. We have increased because our manu- 
facturing costs have, too, and we have increased it. The percentage 
of selling price has gone up on the average, I would say, since the war 
ended, about 3314 percent, during the last 10 years. 

Mr. Rees. It costs you about 3314 percent more on just the selling 
price of the book ? 

Mr. Crawtey. Yes, sir. 

Mr. Rees. I notice you are a pretty good-sized operation. 

Mr. Crawtey. It was,sir. I can’t tell you now whether it is going to 
be or not. At one time we did $10 million to $12 million of business ¢ 
year, and I figured that we employed indirectly through other firms 
to whom we gave business some 5,000 other employees. We are now 
down to $4 million. 

The Cuarrman. Thank you very much, sir. 

The next witness is Mr. Edward Perlstein, Lee Letter Service, of 
New York City. 


STATEMENT OF EDWARD PERLSTEIN, PRESIDENT, LEE LETTER 
SERVICE, NEW YORK, N. Y. 





Mr. Perisretn. Thank you, Mr. Chairman. 
Mr. Chairman and members of the committee: I am Edward Perl- 
stein, the owner of a direct mail organization in New York City. 
My company services many business organizations who use direct 
mail to sell their products and services. 

I come here also representing many large direct mail organizations 
like my own. In a meeting held in Miami Beach, Fla., they author- 
ized me to speak for them. They also perform direct mail services 
for hundreds of business organizations throughout the country. 

We of the direct mail industry are concerned about our future busi- 
ness if H. R. 9228 is approved in its present form. 

In 1952 Congress authorized an increase in postal rates. Speci- 
fically I refer to an increase of third-class rates which were raised 
from 1 cent to a penny and a half per piece. This represented an 
increase of 50 percent. Since that time there was a continual rise 
in business activity and the amount of direct mail used by industry 
also increased in size. Asa result, direct mail was able to weather the 
increase of postage. 

Now, the economic picture is changing very fast. During the latter 
part of 1955, up to the present time, ‘there has been an economic level- 
ing off. We of the direct mail industry have noticed a slight turn- 
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down of business. Yet the elements that are used to produce direct 
mail has continued to rise in cost. Let me tell you from my own ex- 
perience and those of my colleagues in direct mail that the cost of 
labor, paper and fixed overhead costs have continued to rise. 

I’m sure that you will also find it interesting to note that direct-mail 
money spent to move products and services amounts to almost $1 bil- 
lion. This amount of direct mail has moved over $15 billion of goods 
and services. This represents a very substantial sum that must be 
reckoned with in the fight to keep our economy strong. This is vitally 
necessary in the winning of the overall economic struggle against a 
very strong and dangerous adversary. Any turndown of our econ- 
omy, no matter how small, will make a breach that may affect us 
deeply. 

I say to you that if, in your good judgment, an increase in postage 
will affect in the slightest degree our economy, or tend to weaken any 
industry, then it would be far wiser for Government to absorb the 
entire deficit of the Post Office than risk such an economic debacle. 

But Congress need not absorb this great deficit if it will examine 
carefully and wisely the many operations of the Post Office. I be- 
lieve many answers to the reduction of the deficit can be found there. 
This deficit has now existed for a long time and I do agree that a 
timely solution is necessary. 

Let us begin by saying that we have abandoned the idea that the 
Post Office should be run on a business basis. 

The CuatrmMan. Who is the inventor of that idea? 

Mr. Pertsretn. I and my colleagues. 

The CuatrmMan. You then don’t speak for everyone. 

Mr. Pertstern. Through the years the Post Office Department has 
been brought under the control of so many different forces of the 
Government that it would be almost an impossible job to disentangle 
the many political and quasi-political forces which now make use 
of the Post Office. 

Political patronage, insofar as the Post Office is concerned, is an 
institution—it is here to stay—which has existed from time immemo- 
rial and must be accepted as part of our American way of life. 

Registration of immigrants is handled by the Post Office, Federal 
courthouse, and the maintenance thereof are also included in the 
budget of the Post Office. I can continue to enumerate many free 
services that the Post Office offers to the general public which 1s also 
charged into the postal budget. 

Rural free delivery was a great innovation of the Post Office and 
certainly should be continued. But right from its inception it op- 
erated at a loss and continues to do so. Under the great fundamental 
principle of freedom of the press, magazines, newspapers and periodi- 
cals have enjoyed the benefits of this freedom at a very low cost with 
a deficit in the Post Office. We say this should be continued, also. 

It is interesting to note at this time that third-class users of direct 
mail took a bouncing 50 percent increase in 1952, and in spite of that, 
increased the amount of mail into the Post Office by about 3314 per- 
cent. Yet the Postmaster General has indicated that third-class users 
were responsible during the fiscal year for $28 million deficit. This is 
very hard to believe. It is like one of my clients agreeing to pay me 
50 percent for my direct mail services, agreeing to give me 3314 per- 
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cent more business, and yet I would tell him that I would be losing 
money on him. 

1 am no statistician, nor do I have the facilities to go into examina- 
tion of these records of the Post Office, but based on plain common- 
sense and practical facts, it seems to me that third-class has already 
taken quite a bit of an increase. 

In 1952 I heard the Postmaster General say that first-class mail was 
one of the most profitable handled in the Post Office and yet he wishes 
to saddle it with a 3314 percent increase. 

You must scrutinize most carefully the operations of the Post Office 
and decide which operations are subsidies, or ought to be subsidized, 
are free services rendered either to other agencies of the Government 
or directly to the public. 

Once you have identified and earmarked them as an expense that 
ought to be born by Government, you will then find that the so-called 
deficit will have been greatly reduced and the problem of arriving at 
the correct amount of increase, if any, will become easier to discern. 

A decrease of direct mail will definitely mean a drop in sales. Our 
people are sales-minded. They buy goods and services because many 
mediums of sales promotion reach them and make them buy. Direct 
mail is one of those mediums that is doing a tremendously fine job in 
keeping the flow of goods and services moving quickly to people 
throughout the length ‘and breadth of this land. 

Let me say here any little annoyance that our American people have 
in their letterboxes would fade into insignificance if they realized how 
many people are employed in direct mail and how many small busi- 
nesses have existed because of direct mail. 

For therein lies the hope that we can have continued prosperity. 
This is no longer a wish, but is a vital necessity in the overall interna- 
tional struggle to maintain our free way of life throughout the world. 

I know that this committee is trying very hard and sincerely under 
very difficult circumstances to arrive at a fair and wise solution to 
this problem. But it is very disappointing to find many groups who 
have some self-motive to have this bill passed in its present form. 
There are certain newspapers who wish to weaken direct mail as a 
medium because they believe that direct mail has taken revenue away 
from them and, unfortunately, they are exerting great pressure on you 
to make your job difficult. 

I say they are misinformed and misguided men. The truth of the 
matter is that they, too, have experienced the terrific economic impact 
of increased costs such as pulp, paper, metal, materials, and labor. In 
their attempt to pass on the increases to the advertisers, many of these 
advertisers have found their way into direct mail because they find it 
cheaper to use, and effective. 

There are other organizations who are great direct mail users who 
are favoring this bill because they are strong enough to absorb this 
expense and who perhaps believe that they can eliminate some of their 
competitors. All of these facts have brought much unhappiness and 
I realize how really difficult your job is. Yours is a very difficult task 
that you must perform. 

T can only tell you to look back at our forefathers who had the 
wisdom and the vision of geniuses. It was our first Chief Justice, 
John Marshall, who said, “The right to tax carries with it the power 
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to destroy.” This prophetic statement is like a beacon shining down 
the hall of time warning us to be wise, prudent, and just in our dealings 
with men. 

“T sincerely hope that you will have the power and the wisdom to 
resist any pressures and establish a postal law that will be fair and 
just for all. 

The Cuatmrman. Are there any questions of Mr. Perlstein ? 

Mr. Rees. Just one thing. I notice you questioned somebody’s mo- 
tives. What did you mean by that? You said you questioned the 
motives of somebody who supports this legislation. What did you 
mean? 

Mr. Pertstern. I mean specifically, as I said in my statement, sir, 
that there are some people who feel that direct mail is hurting their 
business. 

Mr. Rees. Who are they ? 

Mr. Perusrern. As I said, in my statement I refer to certain news- 
papers. 

Mr. Rees. Which ones ? 

Mr. Peruste1n. Well, for one, the World-Telegram in New York. 

Mr. Rees. Is that the only one you have in mind right now ? 

Mr. Pertstern. There are others, sir, but I don’t think it is neces- 
sary to go into personalities. 

Mr. Rees. It isn’t, except that you raised the question. Whenever 
you question the motives of somebody, I think we ought to find out 
what you mean; that is all. 

Mr: PEeristeIn, I have given one good example, sir. 

Mr. Rees. That is all. 

The CHarrMan. Any other questions? 

If not, thank you very much, Mr. Perlstein. 

The next witness is Mr. Robb Sagendorph, president of Yankee, 
Inc., of Dublin, N. H. Is Mr. Sagendorph present ? 

(See hearing, April 19, 1956.) 

The CHatrman. Mr. Russell Ernest Baum, president of Russell 
Ernest Baum, Inc., Philadelphia, Pa. Is Mr. Baum here? 

You may proceed, Mr. Baum. 


STATEMENT OF RUSSELL ERNEST BAUM, PRESIDENT, RUSSELL 
ERNEST BAUM, INC., PHILADELPHIA, PA. 


Mr. Baum. I figure that my opinion is worth very little, and the 
older I get the less I know, so I spent a couple of thousand dollars 
to send out a 4-cent return postcard to 40,000, to the printers and 
bookbinders and such, and letter shops, big users of direct mail, to 
get their opinion. 

I asked if they would please take time to state their views and use 
the attached card or write a letter. Somebody said th: at we were not 
very thrifty by using the 4 cents, but anyhow, Uncle Sam got $1,600 
for that postage and I don’t think he lost any money on it. 

Mr. Rees. What question did you ask? What was the question ? 

Mr. Baum. “I am appearing, within a week, before a congressional 
committee to protest a proposed additional increase of ‘first-class 
postage.” Iam only interested in first class. 

Will you please take time to state your views. I contend it was the old 
2-cent stamp 35 years ago that enabled us to cut distribution costs to the bone 
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and sell fine folding machines by mail at a fraction of prices, thereby saving the 
graphic arts industry millions, and even enabling over 20,000 or 30,000 firms 
to make more money and pay more taxes. 

Do use the attached card or write a letter now to help keep direct mail and 
America’s sparkplug of prosperity. First-class mail, we understand, is already 
paying its own way. Thanks a million. 

The CHarrMan. In what business are you engaged ? 

Mr. Baum. We sell folding machines. A great deal of direct mail 
has to be folded. All of it has to be folded. 

The CHarrman. You mean you prepare this mail for certain 
concerns ¢ 

Mr. Baum. We manufacture and sell the machinery to do it, to 
fold. Mr. Wyatt, who is here, has one. Mr. Lee of the Lee Letter 
Service here has one. Everything has to be folded that is printed. 

Hhe Cuatrman. Are you appearing here in opposition to an in- 
crease in first-class mail? 

Mr. Baum. On first-class only. 

The CHarrmMan. How much first-class mail postage does your con- 
cern use a year? 

Mr. Baum. I don’t know. We spent $60,000-odd in advertising. 
I didn’t break it down. I didn’t know we would be asked that ques- 
tion, but I am not interested for my own self at all. 

The Cuarrman. I just want to know what the postage bill is of 
your company. You say here that a 1-cent increase on monthly mail- 
ing means an annual increase of $4,800 a year. Is that on first-class 
mail ? 

Mr. Baum. We only use first-class; yes, sir. I am only interested 
in the new business starting up, a young man getting his start. If 
you read this story, which I don’t want to take the time to read, you 
will see I feel very firm on it. 

As a matter of fact, my office is almost where Ben Franklin’s print 
shop was. My home is within a couple of blocks of where he used to 
deliver the mail when he was first postmaster, once a week. 

I want to say I am awfully thankful to Ben Franklin for starting 
this service in America to enable me, without a dime, to give employ- 
ment to a good many people and to help the graphic arts industry, as 
everybody in the industry practically says we have helped them. 

We were the first people to get costs down. Why? You can’t man- 
ufacture any cheaper than anybody else, but if you can merchandise 
cheaper, you can get costs down, and it costs as much to sell stuff as it 
does to make it. 

The Cuarrman. How many employees does your company have? 

Mr. Baum. Over 200. 

The Crarrman. How long have you been in business? 

Mr. Baum. About 16 years old, but I have been in this folding ma- 
chine business since 1920. 

The Cuarrman. Is first-class mail a big item in the cost of operation 
of your business ? 

Mr. Baum. Not in my business, but I won’t have any business if 
first-class mail is killed, because I sell machines to fold first-class mail 
to everybody that uses printed matter. 

Mr. Rees. Your anxiety is with respect to the other fellow who will 
have to pay more for first-class mail and thereby won't send out so 
much; is that it? 
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Mr. Baum. If I could have just 5 minutes and could read single 
sentences on this survey from people all over the country—and we 
have about a thousand answers on it—I could do this better. It will 
only take 5 minutes. I don’t want to speak for myself. 

The Cuarrman. All right; go ahead. 

Mr. Baum. These are Just at random, because we copied them just 
as they came in: 


The 3-cent stamp is bad enough or big enough to have already affected our 
direct mail business adversely. 


I won’t mention the names of the towns or the name of the cus- 
tomers, just tosavetime. I will mention this phrase, from the Pocono 
Press, Cresco: 


The Pocono Press and all its many Pocono mountain resort customers em- 
phatically protest against the proposed additional increase in first-class postage. 
Millions of illustrated folders are mailed from this area annually, mostly first- 
class. Any rate increase would prove a definite hardship to many and would 
tend toward curtailment of mailings. 


Chambersburg: 


Please stress everything you possibly can to show that without direct mail, 
business advertising would slump. Therefore, it could not give the coverage 
necessary to sell products. No sales, no taxes paid, no taxes collected. Govern- 
ment is broke, moneywise. 


Westchester : 


We certainly want to keep direct mail. It is definitely our sparkplug to pros- 
perity. We all agree printers would be limited without it, more than 50 percent 
of our business is direct mail. First-class mail is already paying its own way. 


Aonther firm in Steelton: 


An increase in mailing costs will induce firms like ours to eliminate or cut 
down most of our mailing and use the delivery plan, which we have often done. 
This will not help the postal system but deplete stamp sales. 

When I mail a Life magazine to a friend it costs 25 cents. They get 2 cents 
postage from a metropolitan area. 


Another from Johnson City, N. Y.: 


Let’s keep first-class postage where it is. Direct mail feeds my family and 
pays my bills. 


Another in Buffalo: 


We oppose any increase in the already-too-high first-class mail because the mail 
services are an essential overhead expense in nearly all businesses, local or 
national, not only for billing and economical transportation, but for stimulation 
of business through direct-mail advertising. All business is experiencing profit- 
wrecking overhead costs. We need the high level of business volume to keep 
our present business and employment levels. Furthermore, increasing postal 
rates will not save the taxpayer any money. Increased costs would only be 
passed on by means of still higher prices on the consumer level. The taxpayer 
would end up paying many times what he now does to subsidize the postal départ- 
ment in the form of increase costs on goods and services. Don’t stick a pin in 
a business bubble with still higher postal rates would be our advice to Congress. 


The CuarrmMan. Are all those addressed to your company ? 

Mr. Baum. Yes, sir. And I have these excerpts and copies and I 
want to leave them here. 

The Cuarrman. What kind of communication did you send to these 
companies? That one you read first ? 

Mr. Baum. Yes, sir; that is the only contact. I sent it not only to 
our customers, but to every printer and bookbinder. 
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The Cuairman. That is the only communication you sent to them? 

Mr. Baum. The only one, and it was done of my own volition. No- 
body knew I was going to do it. I didn’t know I was going to to it 
myself until the night before. I did it just to get a survey of the 
people whose business or whose lives depend upon your decision 
on this. 

Somebody says: 


I believe first-class mail is paying a good dividend to the Government. 
Another one: 


With higher costs for mailing first-class, it will make it almost impossible to do 
business by mail. . 

Another one, and this is how the country from Maine to California 
thinks: 

In an administration pledged to halt inflation, increasing the price of one of 
the Government’s most highly regarded services is contrary to the public’s in- 
terest. Mail service prices have been increased at every level— 
and so on. 

Another one from Wisconsin: 


Any increase in postage would almost be the end of direct mail advertising. 
Another one: 


This legislation is another shot at the goose that lays the golden eggs. Why 
the heck should first-class mail carry the ball for other classes? 


Another one from Baltimore: 


If the increases of mail keep up, this form of advertising is bound to suffer 
and both advertisers and Government will suffer losses. 

The Cuatrman. Are all of those from customers of your concern? 

Mr. Baum. No, sir. 

The Cuarrman. Where did you get your mailing list? 

Mr. Baum. There is a firm that furnishes it for everybody con- 
nected with the graphic arts industry, and they keep it up to date. 
They furnish that service in New York, and as I said, included the 
printers, the bookbinders, the publishers, the private firms having 
their own printing plants; in short, the graphic arts industry. 

The Cuatrrman. How many of those cards did you send out? 

Mr. Baum. 40,000, but they were only mailed the latter part of 
last week. 

The CuarrMan. You received how many replies? 

Mr. Baum. About 600 or 700, but I have vale had a chance to tabu- 
late 500, of which 450 cards and letters are very much against it. 
Fifty of them are for it, or partly for it, or something. 

Mr. Rees. You sent out 40,000? 

Mr. Baum. 40,000 at a cost of $1,600 for postage. 

Mr. Rees. How many answered ? 

Mr. Baum. They haven’t even arrived, in most cases. 

Mr. Rees. Is it first-class mail? 

Mr. Baum. Yes, exactly, but you would be surprised. I happen to 
know that the ones mailed on Tuesday in New York didn’t hit Phila- 
delphia until Monday. Give me time. I believe we will get 2,000 
before we are through. 

Mr. Rees. I will give you all the time you want. 

Mr. Baum. I mean time for the mail to get back. 
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The Cuairman. When were they mailed ? 

Mr. Baum..When they went from the letter shop in New York I 
don’t know. They promised to mail them the early part of the week 
in dribs and drabs last week. 

Mr. Rees. Just last week ? 

Mr. Baum. All last week ; yes, sir. 

Mr. Rees. U |p to now you ‘have had how ms iny replies? 

Mr. Baum. 700, of which 500 have been tabulated, and 90 percent of 
the 500 are very much ¢ against it, from which I have these quotes. 

Could I have just 3 more minutes? In 3 minutes I can give you a 
dozen quotes, 

The Cuatrman. All right, if you will finish in 3 minutes, then. 

Mr. Baum. Another firm in Wisconsin : 

We do not want the postage increased to 4 cents, as it would cut down our 


mailing out. We have not caught up yet on the 3-cent increase. We haven't 
been able to resume our former mailing when it was 2 cents. 


Another firm in Wisconsin: 
What other media serves the country in which we live so well and direct? 
Another in Tennessee: 


It is the one advertising medium open to all sizes of business on equal terms 
and has proved to be the salvation of many small to moderate size firms. 


Another one says: 

It will mean the death of small business and I’m against the increase. 
Another one: 

Is not for a favored few—it is a medium for the little man as well as the big. 
Another firm: 


In our case it will mean curtailment in our advertising program, as we use 
first-class mail for all mailings. 


Another firm: 


Increasing postage rates will cause many persons to discontinue advertising 
practices. 


Another: 

Raising the postage rates will put us out of business. 
That is in Pittsburgh. 

Another one in Pittsburgh : 

Additional expense in postage will cut down the amount of sales because of 
the additional cost of running a mail-order business. The less sales, the less 
amount of total sales, thus a lower amount of taxes resulting from this loss. I 


believe the loss in taxes would more than amount to the added income from the 
extra postage charged by the postal department. 


Another one from somebody in Ohio: 


I have filed a statement showing it would put us out of business. I gave them 
our P. and L, statement. 


That was from Wilkins Hosiery Co. in Greenfield, Ohio. 


Supply and demand are the factors which control economic conditions. Demand 
is determined by desire and advertising strengthens both desire and demand. 
Therefore direct mail advertising is a vital force in the economic structure of 
the country. I believe that placing an additional burden on the cost of direct 
mail advertising will result in a weakening of the economy by decrease of desire 
and gross national product. The Government controls the mails as a service to 


; 
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its citizens. Therefore any loss which the Government sustains justifies itself, 
because the end results are greater profit to the national economy. 


That was a large firm, the Colad Co. 
Another firm in Illinois: 


If the postal service is to be made a profit-making business, why not let private 
enterprise bid on taking over the job or just give it to General Motors to handle. 


Don’t think these are necessarily my sentiments. 


Direct mail has been the backbone of the printing industry. Constant increases 
cause users of this means of getting their story across to search for other methods, 
such as radio and TV. Consequently why should the post office be the salesman 


for these other mediums of advertising, and that’s what they do when they 
raise the rates. 


Another one: 


Postage is our largest item of expense. To raise it at this time, making it a 
100-percent increase within a few years, might well put many of us right out of 
business. We are the ones who make a great percentage of the first-class mail 
possible. We keep the parcel post going. We subsidize every other type of busi- 
ness in the country, but it seems that the little fellow is all set up by big business 
to take it on the chin once more. 


Another one: 


We are a direct mail firm—only a small business—yet we spend many hundreds 
of dollars a year in postage for a comparatively small return. An increase in 
postage would make it difficult for us to stay in business, as we depend on low 
prices for quality merchandise to bring us responses on our direct mail selling. 
We firmly believe the Government should keep its promises to help the small- 
business man and find some other way to increase the postal revenue without 
increasing the price of first-class mail. 

Another one: 


It costs one-eighth cent to mail a copy of the Saturday Evening Post and 
cents to mail a postal card which weighs only one three-hundredths as much. I 
this fair? Is the freedom of the press only available to big publishers? 


Another one: 


2 
s 


Direct mail is as important to our. work as the hours in the day. 


I would 
certainly hate to lose either. 


Another one: 


During my 40 years in the printing business many changes have caused a de- 
cline in direct mail advertising. (1) Radio advertising; (2) regulations against 
using mailboxes for deposit of circulars, dodgers, and so forth; (3) TV adver- 
tising; (4) store-owned and operated shopping news; (5) and most important, 
newspaper and magazine advertising carried by the post office far below cost in 
the guise of reading matter, such as books. Periodicals and newspapers should 
be made to pay their weight in the mails. 


The CnHairman. You have taken 5 additional minutes. You asked 
for 3. 

Mr. Baum. Yes, sir. 

The Cuarrman. Sum up now briefly for us, if you will, because the 
House is in session. 

Mr. Baum. Yes, sir. I wanted to mention here, I think it was the 
Bell Telephone Co., who, when the rates increased from 2 cents last 
time, used 1-cent postage. I think from the things already read, you 
will see such a wide range of viewpoints, all which seem to be pretty 
good reasons. 

I notice the gentleman from Iowa is here, and here is a poor old 
man in Marshalltown, Lowa, 62 years old, and he has been trying to 
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sell his surgical dressing at the same price for the last 35 years, 
although he had a net income of less than $2,000 last year. 

I feel sorry for the fellow. 

The Cuatrrman,. Allright,sir. There isaquorumcall. Thank you 
very much, sir. 

Mr. Baum. I would like to leave, if I may, these excerpts—there 
are 3 different sets of them here—together with a lot of letters, for 
the record, because they are a cross-section of the entire graphic arts 
industry, and the graphic arts industry does work for every business 
jirm in the country. 

The CHarrMan. We will see about that. You just leave them here. 

Mr. Baum. All right, sir. 

The Cuarmman. Mr. William Stubbs. 

Mr. Sruspss. Yes, sir? 

The CHatrman. Mr. Stubbs, we have a quorum call over in the 
House and we must go over there to answer it. I hate to inconvenience 
you, but it looks like we will be compelled to ask you to come back 
tomorrow morning. 

Mr. Strusss. I guess there is nothing else to do, then, but come back. 

The Cuatrman. You are from Orlando, Fla. ? 

Mr. Srupss. Yes, sir. I was here bright and early about 9 o’clock. 

The CuHarrman. I don’t see anything else that can be done because 
we have a quorum call. 

Mr. Srusss. All right. I will be here tomorrow. 

The Cuarrman. All right, we will use you as the first witness to- 
morrow morning at 10 o’clock. 

The hearing will be adjourned until 10 o’clock in the morning. 

(Whereupon, at 12: 10 p. m., the committee recessed, to reconvene at 
10:00 a. m., Thursday, April 19, 1956.) 
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THURSDAY, APRIL 19, 1956 


Hovse or REPRESENTATIVES, 
ComMITTrEE ON Post OFrFice AND Civin SERVICE 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The CHarrman. The committee will be in order. 

The hearings will be resumed on H. R. 9228, the postal rate bill. 
The first witness this morning is Mr. William Stubbs, Florida Fruit 
Shipping Association, Orlando, Fla. 

Mr. Srusss ? 


STATEMENT OF WILLIAM A. STUBBS, SECRETARY-TREASURER, 
FLORIDA EXPRESS FRUIT SHIPPERS ASSOCIATION, ORLANDO, 
FLA. 


Mr. Srusss. Mr. Chairman and members of the committee: I would 
like to emphasize, before I read my prepared statement, that the peo- 
ple I represent are largely small business, I bring up that comment 
because yesterday Secretary Weeks mentioned that the National Asso- 
ciation of Manufacturers and the United States Chamber of Com- 
merce were in favor of this bill, and to the best of my knowledge, none 
of the people that I represent here, and I represent some 220 citrus 
shippers of fruit from Florida, are members of the National Associa- 
tion of Manufacturers or members of the United States Chamber of 
Commerce. 

They are what I believe to be small business, which certainly has an 
interest in this bill. 

My name is William A. Stubbs. I am Secretary-Treasurer of Flor- 
ida Express Fruit Shippers Association, with offices located at 122314 
North Orange Avenue, Orlando, Fla. 

I have held this position since May 1951. Florida Express Fruit 
Shippers Association is a nonprofit cooperative corporation whose 
members have voluntarily associated themselves together to further, 
in general, the interests of all those who sell Florida citrus fruit for 
delivery by any transportation agency direct to consumers, which 
represents by direct membership the majority of the volume of express 
citrus fruit shipped direct to consumers from Florida. 

Besides this statement, I have prepared three exhibits which I will 
refer to, and which to the best of my knowledge are true and correct. 

Express fruit shipping began over 50 years ago when the first tourist 
bought citrus at corner grocery stores in Florida to be shipped home. 
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So prevalent did this practice become that roadside stands regularly 
appeared beside groves, and express citrus shipping became a business 
in itself. 

As more and more customers wrote back asking for Florida fruit, 
shippers began to contact them by direct mail, and a new market was 
developed. Through the use of direct-mail advertising, customers be- 
gan to give Florida citrus as a gift at Christmas. 

At present, over 38 percent of the express fruit leaving Florida 
-ach year is shipped in December. The growth of this industry can 
be seen in our exhibit No. 1 and reflects the value of this business 
to the citrus industry and the economic welfare of the State of 
Florida. 

The great majority of businesses in the express fruit shipping in- 
dustry ‘listed among the more than 500 firms registered with the 
Florida Citrus Commission are located on highways to take advan- 
tage of tourist travel in selling fruit orders and developing a mailing 
list for future business. 

Approximately 68 percent of the members of this Association are 
growers of citrus fruits, and most of them use road traffic and the 
mails to develop sales for their fruit. A lesser number of businesses 
are located in tourist cities such as Miami and West Palm Beach and 
rely mainly on tourism for their sales of express fruit. 

Whereas the shipper located on the highway usually picks and 
packs his own fruit with machinery and equipment located on his 
property, the city business will usually have someone else do their 
packing and shipping and are, therefore, primarily order takers. 
However, allow me to repeat that this latter group is a minority one. 

For those shippers located on the highways, the business is gen- 
erally a family affair. Very seldom, in the course of my duties, as 
Secretary do I find a business where the wife of the owner and their 
children, if of age and available, are not assisting in its operation. 
Because of the ease with which one can enter the express fruit busi- 
ness, competition is keen within the industry. The-latest industry 
survey covering the 1951-52 seasons showed an average 7,160 packages 
shipped per business reporting. 

Exhibit No. 2 shows the distribution of express fruit packages from 
Florida and the wide dispersion of the market. One of the few ways 
for the small-business man to reach customers over such a vast market 
area is through the medium of direct mail. 

With direct mail, the shipper can pinpoint his advertising to those 
people in a given area who might have an interest in ordering fruit 
shipments by mail. It is a general practice in the industry for the 
express fruit shipper to solicit business from his old customer list at 
least once a year for a 3-year period. If the customer does not reorder 
during that time, his name is dropped from the active list. 

In order to build up business, it is also a practice to solicit the 
recipient of a fruit package. There is very little buying of a list of 
names from a list broker as this has not generally proven profitable 
for those fruit shippers who have tried this method. 

Exhibit No. 3 tabulates the results from an April 3, 1956, industry 
survey, 48 shippers reporting. The survey showed an average of 
over 16,000 letters mailed each year per shipper reporting, which 
brought in an average of 61.12 percent of the business done by the 
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shipper in a year’s time. The survey further showed a preference 
among shippers reporting to use first-class mail over third-class mail 
by over 2 to 1. 

As shown in exhibit No. 1, the volume of express fruit shipments 
in the most recently concluded season of 1954-55 is lower than either 
the 1950-51 or the 1951-52 seasons. This decline in business has taken 
place while the Nation’s economy has improved along with increased 
tourist travel in Florida. 

Major reasons for the decline are increases in express rates in 
December 1951 and August 1953, plus a rise in labor costs. Railway 
[xpress Agency has just published a new tariff supplement increasing 
rates on Florida express fruit shipments again by 10 percent, effec- 
tive May 1, 1956. 

A recent raise in the minimum wage to $1 an hour has upped our 
labor cost, plus that of our suppliers of containers, who have passed 
this increase along to us in the form of a 10 percent increase in basket 
prices. In my judgment, these recent increases in the cost of doing 
business will result in decreasing the volume of express fruit pack- 
ages from Florida when these new costs are passed on to the customer. 

In former years, one of the strong selling points of the express 
fruit shipper of citrus fruit was that only grove-fresh citrus fruit 
was shipped by our members. Today, the fresh fruit shipped by 
freight is of substantially the same grade and quality as that which 
has been and is now shipped by our members. 

This is due to the work of the Federal Marketing Agreement pro- 
gram used by the Florida citrus industry. Consequently, the same 
grades of fruit that are shipped in our packages by express are also 
available to our customers at the corner grocery store from carlot 
shipments of citrus fruit by freight and by motortruck. 

Because of this change, and more intense competition, not only 
with fresh fruit, but also from the relatively new products, frozen 
citrus fruit juice concentrate and fresh chilled fruit juices, we are 
confronted more and more with sales resistance and an inability to sell 
cur product in the face of mounting increased cost of doing business. 

To an individual such as myself, an increase of 1 cent in the cost 
of mailing a personal letter is negligible. But the addition of 1 cent 
to the cost of mailing business literature can make such mailings pro- 
hibitive. For example, I have earlier explained on page 3 of my 
statement that one of the means that a shipper can develop his busi- 
ness through is direct mail solicitation of the recipient of fruit’ pack- 
ages. In my judgment, mailings to a recipient list will rarely exceed 
a3 percent return, and will average under that figure. C onsequently, 
an increase of 1 cent in postage w ill mean an increase of approximately 
33 cents in getting a fruit order. 

On the questionn: ire pert: uning to the April 1956 industry survey 
referred to in our exhibit No. 3, it was the general consensus of those 
shippers who answered the questionnaire that an increase in mail pos- 
tal rates would curtail these mailings and adversely affect their busi- 
hess. 

We have mentioned that the majority of people engaged in the 
business of shipping express fruit are growers of citrus. Citrus is 
an agricultural product that receives no parity subsidy from the 
Government; consequently, the growers must, through “free enter- 
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prise” seek their own markets and ace and enlarge them con- 
stantly because of increasing supplies. Therefore, it is important 
to the Florida citrus industry as a whole that none of the markets 
be lost. 

We have stated that there are over 500 shippers of express fruit 
packages in Florida. Almost all could be classified as small business, 
and the Government’s position of helping small business wherever 
possible is well known. 

We have shown where rising costs, especially in labor and transpor- 
tation, have reduced the industry’s volume the last three seasons be- 
cause of customer buying resistance when fruit retail prices are raised, 
and how these costs are increasing further. 

We have shown where inexpensive postal service is extremely im- 
portant to the economic stability and growth of our business. 

We have stated that increases in mail rates will curtail mailings 
in our industry. In section 205 (b) (1), the authors of H. R. 9228 
have stated that— 


In the exercise of its power— 


and by “its” they mean the Commission— 


to determine and prescribe a fair and reasonable domestic postal-rate structure, 
the Commission shall consider, among other factors, (1) the effect of the rates 
on the movement of mail matter for which the rates are prescribed. 

And certainly it is important to the postal system with its large 
fixed assets that the volume of mail be maintained. 

Therefore, we ask that the committee vote “No” on the proposal 
to increase postal rates on first-class mail and third-class mail as out- 
lined in H. R. 9228. 

The Cuamrman. Thank you, Mr. Stubbs. Any questions of the wit- 
ness# Mr, Fascell, 1 see the witness is from your home State of 
Florida. 

Mr. Fascerti. Mr. Chairman, thank you for recognizing me. I 
wanted to thank Mr. Stubbs, of course, for staying over and canceling 
his plans to return to Florida last night when it was impossible for 
the committee to hear his testimony yesterday. I appreciate your 
staying over and giving us the benefit of your testimony on this bill 
this morning. 

One of the questions I have, Mr. Stubbs, is this: Assuming that the 
Government needs money to operate the Post Office Department and 
other agencies of Government, is it your theory then that whatever 
money is needed should be gotten by raising other taxes? 

Mr. Srusps. I think before we could answer that question we have 
to analyze, I believe, what the deficit is, what amount of money is 
needed, and how it should be raised. 

We are very familiar in our industry with the railroads because our 
traffic moves by rail. I think the railroads are, in a sense, analogous 
to the Post Office Department because in a sense they are industries 
with large fixed costs. 

The railroads have come out with a statement that they have lost 
$700 million last year in the passenger service, and it is called the 
“passenger deficit.” How should that passenger deficit be made up? 
When the president of the Pennsylvania Railroad was interviewed in 
the April 20 issue, 1956, of U. S. News & World Report, he said that 
this passenger deficit is allocated on a cost basis by the Interstate 
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Commerce Commission, which disperses the cost of the road, termi- 
nals, and so forth, to all the traffic they handle. 

However, the president implied where they lost $700 million a 
year, if this passenger traffic were done away with, it would increase 
their costs, because their out-of-pocket cost of operating the passenger 

traffic is very small in comparison with that $700 million. 

I feel the same condition exists with the Post Office here. I have 
read statements to the effect that third-class mail is losing money and 
the question here today is how this money should be raised. I say 
that certainly a study should be made to see if this third-class mail is 
raised, what effect will it have on the movement of traffic, because if 
the effect is such as to impede that traffic, then the national fixed cost 
that the Post Office has today must be dispersed over whatever remain- 
ing traffic there is. 

I think you are liable to find when this is done your fixed costs, as 
such, are high enough that when you do away with a great deal of 
your third- class mail, your cost on first- and second-class mail will be 
of such a nature that -you will even be in the red more. That is just a 
possibility. 

I do feel that a study should be made to see what effect on the vol- 
ume of traffic on third-class traffic would be had if the rates were 
raised, and then if the traffic is impeded, what effect that would have 
on the overall cost of handling the type of mail that is left. 

As far as after that is done, if the third-class mail shows itself to 
be still not paying its way, then I think it is up to this committee to 
consider the value of small business in this country, to consider the 
value of the services it performs to the farmers in the way of getting 
out newspapers, et cetera; as far as second-class mail is concerned, to 
the rural communities and down South, the services they perform 
in the mail service as against some of the services they are now per- 
forming for the farmer in the w ay of parity, and actually for the 
United States people who are associated with the National Association 
of Manufacturers, who get, a think, a subsidy in the way of tariffs— 
just how far you want to go. 

Does that answer your question ? 

Mr. Fasceti. That gives mea pretty good idea of your point of view. 
Suppose the Post Office Department has already made this study you 
are talking about by virtue of the fact that they recommended in this 
legisl: ition these third-class rates. It is presumed, therefore, that the 
thinking of their experts indicates it is not going to impede the flow of 
third-class mail to the extent that you are ti king about. 

Do you mean that we should have some other study in addition to 
what the Post Office Dep: _— has already undertaken ? 

Mr. Srusrs. Frankly, I don’t know how conclusive your study is. 
This is the first time I have appeared here and stated the effect that 
a postal rate increase on third-class mail would have on our mailing, 
and I wonder if that had been taken in consideration, our small group, 
and other small groups like it, or whether the study is incomplete ? 

Mr. Fasceit. The point I am making is, if you were satisfied that 
the Post Office Department has taken all this into consideration and 
has still come up with the recommendation which is before this com- 
mittee, would you then be satisfied ? 

Mr. Srunss. To raise third-class mail? 

Mr. Fascertn. Yes, to support the proposal in this bill. 
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Mr. Srusss. In order to be consistent, I think Congress should recog- 
nize the value that small business has to the health of the country, just 
like they recognize the value that the health of the farm economy has 
by granting them a parity subsidy. 

If they feel that the farmers are more important than the small 
business, say, that I represent, then go ahead and grant some parity 
increases to the farmers and not grant us any increases as far as third- 
class mail is concerned. 

Mr. Ceperserc. Will you yield ? 

Mr. Fascetu. Yes. 

Mr. Ceperserc. I think if we go back and look at the results of his- 
tory, as far as raising third-class rates, we get an entirely different 
picture. If I recall correctly, the third-class rates were raised back in 
about 1952, and the volume has increased, I think, from around 11 
billion pieces to around 16 billion. 

You were using third-class mail then, and at the same time your 
business went up from 1,575,100 boxes in 1950-51 to 1,776,400 boxes 
in 1951-52. The increase didn’t hurt you then. Why would it hurt 
you now ? 

Mr. Srusss. You say the increase went into effect in 1952 ? 

Mr. Ceperserc. Correct me if Iam wrong. January 1952. 

Mr. Sruges. That wouldn’t have much effect on your 1951-52 season. 

Mr. Ceperserc. Take the next season. 

Mr. Srusegs. I show that in seasons 1952-53 and on down we have 
lost volume, compared to the 1951-52 season. 

Mr. Creperserc. You have in 1949-50, when you had a lower mail 
rate, 1,250,000 boxes. It is true that you did go down—from 1950-51, 
1,500,000 in 1950-51 and 1,700,000 in 1951-52, round numbers—to 
1,400,000 in 1952-53. But from 1953-54 on you are going back up 
again, and you are talking as to the effect on the Post Office Depart- 
ment. 

I think the number of pieces handled went roughly—these figures 
are within a billion, I believe—from 11 billion pieces to 16 billion 
pieces, even after they raised the third-class rates. So it hasn’t affected 
the Department any ? 

Mr. Srusss. All I can testify, sir, is to our own particular business 
and how it will affect the 220 people I represent and those people have 
indicated through the surveys that I have received at least that an 
increase in mail rates will impede the amount of—will cut down on 
the amount of mailings they get out. 

Mr. Ceperserc. Would you yield to me further ? 

Mr. Fascetz. Yes. 

Mr. Crpersera. I notice on page 3 of your statement the survey 
further showed a preference, among shippers reporting, to use third- 
class replies over first-class mail by over 2 to 1. 

If you can send it cheaper by third class, why did you send it by 
first ? 

Mr. Srvuers. A lot of our mail is sent by first class for a number of 
reasons, ,and I will be happy to go into that. 

In December we do most of our business. By “most” I means as 
far as our mail is concerned. We send out our mailings to get this 
December business, whereas a good portion of the remaining business 
throughout the year is obtained through the tourist traffic in Florida. 
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With these mailing in December, the shippers like to get it there 
during a certain period before December, and a lot of them frankly are 
afraid to take the chance on the delay in December and prior to that 
that the third-class mail may get. 

After December, when they get out a mailing for packages that 
will move after that date, they are not too worried about it, because 
their oranges will remain in maturity from January to June, so if 
the mail is late 1 week or 2 weeks it won't have any effect. 

Mr. Ceperserc. Don’t you think it is worth the extra penny, that 
extra priority ? 

Mr. Srusss. In December I will say we get a good return on our 
mailing because it is the gift period, but it is this period after Decem- 
ber, and I think it is the period after December that a lot of this third- 
class mail, as far as we are concerned, goes out. 

After December the person is not thinking entirely of a gift. He 
is getting the brochure in the mail and he is thinking in terms, “Well, 
the fruit looks good and maybe I would enjoy some.” ‘There is not 
that gift atmosphere that is conducive, you might say, to increased 
orders. 

Mr. Ceperserc. If the average shipper sends 16,000 letters, and the 
third-class mail is increased 14 cent, roughly, that wouldn’t amount 
to too much to him in comparison to the other increases of cost that 
you have just mentioned in your statement, cost of increased labor, cost 
of baskets, and shipping, and so forth. 

I mean, that would be insignificant by comparison to your other 
incres ses. 

Mr. Srusss. I wouldn’t say insignificant. I pointed out that the 
smal] amount that is increased doesn’t mean too much when you get 
a fairly decent return, but after December, when you are sending out 
mail where you might only get a 3-percent or 2-percent return, it is 
significant, espec ially when you are selling a sania from $4.50 to 
maybe $8.50, or something like that. We are not selling cars. 

ar. Conanemna. £2 ne sent. 16,000 letters and we increased: the rate 
1 cent, that is $160 if he sends it first class, and $80 if he sends its third 
class, a year, and the average shipper sends some 7,000-odd baskets. 
That is insignificant as far as costs to individuals are concerned. 

Mr. Srusss. It might appear so on the surface, but as I say, our 
people are small- business people. In fact, if I were to make an esti- 
mate, I would say the average income for our people is around $7,000 
ayear. They are ‘people just making a living. 

You find the wives and children working in these businesses, and 
maybe another $80 or $100 or $150 doesn’t sound like much, but it is to 
these people. 

Mr. Creperserc. These same people are paying the difference in their 
taxes because we are running a half billion dollar deficit, anyway. 

Mr. Srusrs. That is why I made the point of saying if you in- 
crease the rate on third-class mail and you destroyed some of these 
mailings that go out, you are liable to have to increase your taxes 
as far as I can see it. 

Mr. Crpersera. If $80 a year is going to put him out of business, 
he is in a pretty shaky situ: ition right now. 

Mr. Srusss. I am not saying it is going to put him out of _ iness. 
He is shipping by express. His rates have gone up in 1951, in 1953, 
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and they are scheduled to go up again on May 1. His labor rates have 
gone up with the $1 minimum. His cost of containers has gone up. 
Everything has gone up. 

He is being squeezed, as shown by the fact that we are doing less 
volume now in 1955 than in 1951-52. My people are typical of the 
small people, frankly, that are being aueael by increased trans- 
portation costs and increased labor costs. 

The Cuarrman. Any other questions? 

Mr. Gupser. Mr. Stubbs, you realize, of course, that this small- 
business man whom you represent is also a taxpayer. Have you 
given any thought to the amount of the postal deficit which that tax- 
payer is paying in the form of taxation or addition to the public debt ? 

Mr. Sruses. Certainly. In discussing this with my people in 
Florida, frankly, a lot of them have raised the question. A lot of 
them have raised the question about these very taxes that you say, 
but a lot of them also raised the question about the parity subsidies 
that are given the farmers and it is a question of do you value the 
farmers with parity subsidies any more than you value these small- 
business people here, primarily agricultural, too. That is a question, 
frankly, you have to decide. 

Mr. Gurser. I can’t help but ask this one. I am interested in this 
advertising that your people send out. Do these ads clearly state 
that the Florida fruit is artificially colored, instead of colored by 
mother nature, as it is in California ? 

Mr. Srusss. I think both the States of California and Florida 
have fine fruit. 

Mr. Gross. I don’t think the gentleman ought to answer any trade 
secrets for the eet of California. 

The Cuarrman. Any further questions? If not, thank you very 
much, Mr. Stubbs. 

Mr. Srusss. Thank you, sir. 

The CxHarrman. Your exhibits will be inserted in the record at 
this point. 





POSTAL RATE REVISION 


(The exhibits referred to follow :) 


EXHIBIT No. 1 


Statement of fresh Florida citrus shipped by express for the seasons 1989-40 
to 1954-55, inclusive, and the conversion of 1% bushel bowes to its equivalent 
in number of packages so shipped 


rus shipped 7 Divided by | is 7 he 
by express rotal weight | average by express 
in terms of shipped in package in terms of 
Season 13¢ bushel pounds weight her of 
; sushe (pounds) number o 
wOxes packages 
(1) | (2) 3) 


1939-40 ___. 388, 800 34, 992, 000 47.70 
1940-41_.._- | 467, 600 42, 084, 000 47.70 
1941-42 ; | 470, 800 42, 372, 000 47.70 
SONG. can Wee ase 948, 400 85, 356, 000 | 47. 70 
1943-44... ae , 240, 000 111, 600, 000 | 47. 70 
1944-45_........-- ; 1, 216, 400 109, 476, 000 47.70 
NR didi siacripbany wha tie P 1, 350, 400 121, 536, 000 47. 70 
1946-47 1, 452, 000 130, 680, 000 47.70 
1947-48. bd ana ead 1, 246, 000 112, 140, 000 47.70 
1948-49 ____- ; i 1, 364, 800 122, 832, 000 46. 34 
1949-50. _ _. ‘se ; ,000 | 112, 500,000 45. 54 
1950-51 . ak ioe 100 141, 759, 000 45. 5A 
1951-52... eA de So : , 400 159, 876, 000 48. 93 7,443 
1952-53. sine : = ‘ — 76, 200 132, 858, 000 47.00 5, 766 
i i Ae nal oe i , 579, 311 142, 137, 311 i). 05 2, 839, 955 

1, 594,647 | 143, 518, 238 5D. 46 2, , 564 


), 69 
70, 356 


2, 346 


wh wh hb 


we 


Source of average weight per package shipped: Seasons 1939-40 to 1947-48 inclusive from 1946 Industry 
Survey; season 1948-49 from 1949 Industry Survey; season 1949-50 from 195) Industry Survey; season 1951 
52 frcm Aug. 9, 1952, Industry Survey; season 1952-53 from Mar. 23, 1953, Industry Survey; season 1953-54 
and 1954-55 from Railway Express Agency. 


Source: Florida State Marketing Bureau Annual Fruit and Vegetable Report for 1948-49, 1950-51, and 
1951-52. Growers Administrative Committee Statistical Bulletin No. 38, 1954 for the 1052-53 season. Rail- 
way Express Agency Citrus Report letter from L. R. Burke, general traffic manager, for the 1953-54 and 
1954-55 season. 


ExHIBIT No. 2 


Analysis by States of destination of fresh Florida citrus shipments by expresa 


Number Number 
of pack- Percent to of pack- Percent to 
ages each desti- ages each desti- 
Destination shipped nation ation shipped nation 
(survey) (survey) 


(2 


Nevada 

< New Hampshire 
Arizona q . 00F New Jersey 
Arkansas cia i New Mexico 
Colorado New York 
Connecticut 3, 3. 35 North Carolina 
Delaware ie Se 3, 75 North Dakota 
District of Columbia __- . & 4 Ohio 
Florida 2, § Oklahoma. 
Georgia__- , 16 Oregon 
Idaho a Pennsylvania... 
Illinois 33, 37: 5 Rhode Island 
Indiana _- 3, & 3. South Carolina 
Iowa 3, 25 South Dakota. 
Tennessec 
Texas... 
Utah- 
Vermont... 
Virginia. 
Washington 
West Virginia- 
Wisconsin 
Wyoming. -. 


RS Ri 
in be 


7 t\ 
a 
won 


hh 


Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Mont 


r=) 


at 


a 
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ExHisit No. 3 


Analysis of the volume of letters mailed by express fruit shippers during the 
recent seasonal period, October 1955 to April 1956, class of mail used, and the 
percent of shippers’ business derived from the mails. 


Shippers reporting__ 


elena ri oes Sica eat Mane ceca Aaa ape 48 
Total number of letters mailed in seasonal period October 1955—April 

NI ie cee ace ge er ke it a er a said ison sluaiaedic ass sceacoasacaet ae a 
Average number per shipper a a a a a 16, 559 
nr SS so wh Guid Sonaceiepaienionoumiene 548, 744 
I rn ah Nh clita te cas da ccd acho es nb so led pcs 68. 4 
Amount 3d class____- sco ah tae ods esata aise oa ae tliat cassis lias ican eateenaonil 251, 100 
Percent 3d class_ Sei a bien I, Te 31.6 
Average percent of shippers’ business obtained through the mails__-_. 61.12 


Source: Apr. 3, 1956, Industry Survey. 


The Cuatrrman. We have a witness who was not scheduled, but I 
understand he is here, and if he won't take too long, we will hear him 
briefly. 

He is S. T. Barkman, Berlin, Wis. Congressman Reuss of Wis- 
consin asked that he be heard. We want to show you that courtesy 
on account of your Representative. 


STATEMENT OF S. T. BARKMAN, BERLIN, WIS., LEGISLATIVE COM- 


MITTEE CHAIRMAN, NATIONAL ASSOCIATION OF ADVERTISING 
PUBLISHERS 


Mr. Barkman. Thank you. Mr. Chairman, I assure you I will be 
very brief. I have prepared copies of my testimony which have been 
distributed, and I want to assure you that my industry does appreci- 
ate the opportunity of being heard. 

Before I read the statement, which I will do rapidly, I would like 
to say that our association is not opposing a postal rate increase on 
first class. Neither are we opposing increases on any other class of 
mail. 

We are concerned only with our own industry and our testimony 
will be limited to that for your consideration. I am a past president 
and at present the legislative chairman of the National Association of 
Advertising Publishers, the trade organization of free circulation 
weekly shopping guides published in more than 500 small cities. 
Over 100 publishers are members, but 400 others are without any 
other representation in our industry. 

Our periodicals are mailed under third-class bulk rates, and since 
July 1, 1952, pay 114 cents minimum per piece, or 14 cents per pound. 
Prev iously our rate was 1-cent minimum or 12 cents per pound. Since 
most of our papers pay the minimum per-piece rate, we were actually 
raised 50 percent 4 years ago. 

We believe that our small shopping newspapers should be sepa- 
rated from the balance of third-class matter and that the rate for 
these weekly community papers should be low, in keeping with the 
actual low cost of handling them. Just a little thought is all that is 
needed to understand that our papers are handled at very little ex- 
pense to the Post Office Department. 

They are mailed principally to homes within the city of publiea- 
tion and to the rural routes and villages nearby. The copies deliv- 
ered by city letter carriers are addressed to street numbers in the 
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exact order these letter carriers walk their routes, and no facing 
or sorting is necessary. On rural routes and at village post offices, 
they are not addressed to individuals, but to boxholders, and the car- 
riers or postmasters put one in each patron’s mailbox. 

This easy distribution and delivery makes our papers the most 
profitable item handled by our post offices. It is easy to see that a 
piece of third-class matter mailed in New York and addressed to an 
individual in my hometown of Berlin, Wis., would require consid- 
erably more expense in handling than a piece mailed in Berlin, Wis., 
for local delivery. Yet, under present rates, both pieces pay the 
same postage. 

In covering our home cities, nearby villages, and rural routes, the 

vast majority of our papers do not go through terminal distribution 
pst but are delivered to nearby “post offices by star route trucks 
which operate on a fixed-fee contract. 

Our papers should be accorded at least the same rate under third 
class that is paid by religious, educational, scientific, philanthropic, 
agricultural, labor, veterans, or fraternal organizations not organized 
for profit. These now mail at 1-cent minimum per piece. 

Since the Post Office Department recommends for first class that 
the local rate be 1 cent less than the nonlocal rate, we feel that third- 
class periodicals are entitled to the same reduction, particularly since 
our publishers must reform many of the most expensive manual opera- 
tions which the Post Office Department does for first-class patrons. 

This includes the operations required of all third-class bulk mail- 
ers: (1) printing the postal indicia on each piece, thereby eliminat- 
ing cancellation; (2) facing; (3) tying out in bundles: and (4) 
mailing at the central post office, et cetera. 

We contend that if first-class local letters can be handled profitably 
at 1 cent less than nonlocal letters, as the Department proposes, then 
the same logic applies to third class, particularly a regular publica- 
tion. We might point out that mailers under second class are ac- 
corded free postage in the county of publication and the lowest zone 
rate in the vicinity of publication. Also, mailers under fourth class 
pay a lower rate for local delivery than for distant zones. 

The average circulation of our member papers is about 4,000 copies. 
Almost all of us mail one edition each week. Each publisher, there- 
fore, pays approximately $60 per week or $3,120 per year for delivery 
of the publication. 

The proposed increase to 2 cents per piece minimum for all third- 
class matter, if applied to our papers, would increase our postage by 
3314 percent, to $80 weekly or $4,160 annually, on the average. This 
would approximately double our postal charges from the rate pre- 

vailing before July 1, 1952. We feel sure you will agree such an 
increase is unwarranted and unreasonable. 

Many of our big brothers, the larger shopping newspapers, are 
delivered by carrier organizations in the cities at a cost of léss than 1 
cent per copy, and we feel sure that a 2-cent minimum per piece will 
force almost all of our members into carrier delivery systems, thereby 
depriving our local post offices of their most profitable customers. 

Once the carrier or ganiaztions are established, their services are 
available to other third-class mailers who likewise are lost to the 
post office. Surely, if independent carriers can deliver shopping 
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quides at less than 1 cent per piece, the post office carriers who must 
cover the routes daily can profitably deliver local third class as 1 cent 
per piece. 

In conclusion, I would like to say that our papers are used almost 
exclusively by small home-town businesses and professional firms to 
stimulate trade and commerce in our communities. Our papers are 
popular advertising media because of their low rates and uniform 
coverage of local trading areas. Our industry and the thousands of 
small businesses using our papers will appreciate your consideration 
of my testimony. 

The CuarrMan. Are there any questions of the witness? 

The CuHatrman. Are there any questions of the witness? If not, 
thank you very much. 

Mr. Barkman. Thank you, Mr. Chairman. 

The CHarrman. The committee is delighted to have former Post- 
master General Jesse M. Donaldson with us this morning. I have 
invited General Donaldson to give the committee the benefit of his 
sound judgment and views on the postal rate legislation. 

On March 29, 1956, I addressed the following letter to General 
Donaldson : 

As you know, we are currently conducting some very extensive hearings on 
the question of adequate postal rates to meet the cost of operating the postal 
service. I know from your policy when you were Postmaster General and also 
from my conversations with you that you are very keenly aware of the need 
for realistic adjustments in the postal rate structure. I am also aware of 
your continuing interest in matters relating to the postal service, including 
current postal rate problems. 

Our postal rate hearings are in recess until April 10. It is expected that 
they will continue until April 20. ; 

It will be appreciated if, during that pericd, you could give the committee 
the benefit of your views regarding this most important subject. Former Post- 
master General Farley is scheduled to apepar before our committee on Friday, 
April 13. It would seem to me that might be a good time for your appearance, 
that is, immediately following General Farley. 

I hope that you can see your way clear to cooperate with us in this matter. 

As a result of that invitation, General Donaldson is with us today. 
I had the pleasure of being associated with General Donaldson for 
a number of years in the Post Office Department, and I do not believe 
there is any person who has a greater or more intimate knowledge of 
postal affairs or postal problems than General Donaldson. He came 
up from the ranks; as I recall, he started out as a letter carrier in 
Illinois when quite young, and when he retired as Postmaster General 
he had enjoyed, I believe, 47 years of postal service. 

He made a great Postmaster General, and I had the pleasure of 
fighting this postal rate battle with Postmaster General Donaldson 
on two different occasions, in 1948 and also in 1951. I am sure the 
members will be delighted to hear from General Donaldson, and we 
want your knowledge of this entire postal rate structure, of course, 
General Donaldson. 

We welcome you here. 

BERLIN SHOPPING NEws, 
Berlin, Wis. 
Hon. Tom MurRAY, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C. 


DEAR Mr. MurrAy: In my testimony before your committee on Thursday, April 
19, 1956, representing the National Association of Advertising Publishers, I 
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failed to make it clear that our organization does not oppose the increase on 
tirst class and airmail, as proposed in H. R. 9228. 

If our position could be indicated by inserting this letter as an addition to my 
testimony, it would be appreciated. 

Sincerely, 
S. T. BARKMAN, 
Chairman, Legislative Committee, 
National Association of Advertising Publishers. 


STATEMENT OF HON. JESSE M. DONALDSON, FORMER POSTMASTER 
GENERAL OF THE UNITED STATES 


Mr. Donatpson. Thank you, Mr. Chairman. 

Mr. Ress. I want to join with with the chairman of this committee 
in also welcoming the former Postmaster General before this com- 
mittee. We, on other occasions, had this same subject matter under 
consideration and I recall the very fine and courteous treatment I 
received from the Postmaster General as chairman of the committee 
in the 80th Congress and as ranking minority member in the 82d 
Congress. 

Mr. Donatpson. Thank you very much. 

Mr. Chairman and ladies and gentlemen, I would like to read my 
statement, and I hope at the conclusion of that that you don’t make 
any questions too difficult for me, because you would be surprised how 


much you will forget about the postal service in 314 years. 

Mr. Rees. I don’t see how you could ever forget it. 

Mr. Donatpson. It is a pleasure for me to be here before this com- 
mittee at the invitation of Chairman Murray and Postmaster General 


Summerfield. Chairman Murray and I were associates when he oc- 
cupied an important official position in the Post Office Department. 
I know that he understands the needs of the Post Office Department. 

I appeared before this committee many times as an official of the 
Post Office Department and as Postmaster General. I shall always 
be grateful for the valuable assistance Chairman Murray and the 
members of this committee gave to me when the Department needed 
that assistance very much. If I can, even in a small measure, be of 
assistance to you and the Post Office Department in solving this im- 
portant problem before you, it will have been a great pleasure. 

I am sure that the chairman and many members of this committee 
well know my position on postal rate increases. I last appeared be- 
fore committee on this subject on March 6 and 7, 1951, and testified 
at some length on the necessity for rate increases to meet the great 
additional costs in the operation of the postal service due to well 
merited increases in salary for the postal personnel, increased costs 
in transportation of the mail by rail and air, and increases in rental, 
supplies and other facilities for the postal service. 

At that time, I recommended that the rate on the postal and post- 
card be increased from 1 to 2 cents, that the rate on third-class mail— 
circulars—be increased from 1 to 2 cents on the single piece, as well 
as an increase on bulk mailings, and that that second-class mail— 
newspapers and magazines—be increased by 100 percent. 

Despite the good work of this committee, we got less than half a 
loaf—not enough to make a small dent in the large postal deficit. 

I would like to discuss the Rona deficit briefly. In the past, say 
6 or 7 years ago, a deficit of $200 million was not conceded by many 





762 POSTAL RATE REVISION 


to be alarming, nor a need for increased postal rates. This was because 
the act of 1931 gave the Postmaster General authority to take credit 
for nonpostal items such as subsidies, in balancing the books annually. 

It was thought that such a subsidy—nonpostal items—might well 
offset the deficit, as it did in years from 1934 to 1946. I might men- 
tion that those subsidies that were authorized to be credited by the 
Postmaster General in a bookkeeping account were the airmail sub- 
sidies, free mail for the blind, penalty mail, frank mail, and at one 
time steamship mail, which later was taken from the Department 
in the creation of the maritime authority. There were cash deficits 
in most of those years, but taking credit for nonpostal items there 
were surpluses from a bookkeeping standpoint. 

I entered the postal service on a temporary basis in 1903, and on 
a permanent basis in 1908, when the top salary of a clerk or carrier 
was $100 monthly. From 1884 to 1910 there were annual deficits of 
from $3 million to $17 million. 

Between 1910 and 1920 there were 7 years in which there were 
cash surpluses. From 1920 to 1942 there were deficits, ranging from 
a low of $14 million to a high of $205 million. 

This high deficit was during 1932, and as a result, the rate of first- 
class mail was raised from 2 to 3 cents per ounce. There were cash 
surpluses in 1948, 1944 and 1945, war years, where there was a great 
increase in high-revenue-producing mail—letter and air mail—and a 
large decrease in the cost of transportation of the mails. The military 
bore the cost of a large part of all foreign mail transportation. 

When I assumed office as Postmaster General, the annual deficit 
stood at S577 million. It rose to $719 million in 1952, because of 
increased salaries of postal personnel, a large increase in cost of the 
transportation of the mail by rail and air, and the increased cost of 
rental and other postal facilities. 

That large deficit has been reduced by a considerable amount by 
transferring the airmail subsidy of some $70 million to the CAB, 
by increased rates of parcel post and revenue received from other 
departments to cover the cost of handling penalty mail. 

However, the deficit has now been further increased through merited 
salary increases for postal personnel effective March 1, 1955, costing 
approximately $200 million, and other fringe benefits. As a result, 
the deficit this year will approximate $500 million. 

The cost of operating the postal service has constantly increased, 
beginning with the fiscal year 1946, the fiscal year in which the postal 
personnel received their first salary increase in 20 years. The postal 
revenues never reached a billion dollars until 1944. The same year 
the audited expenditures exceeded a billion dollars. 

Let us take a look at the cost of operating the postal service from 
1944 to date, by years. 


Year: Audited erpenditures | Year—Continued Audited expenditures 
$1, 068, 000, 000 1952 $2, 666, 000, 000 
1, 145, 000, 000 1953 2, 722, 000, 000 
1, 353, 000, 000 1954 2, 652, 000, 000 
1, 504, 000. 000 1955 3 712, 000, 000 
1, 687, 000, 000 1956 (estimate)___ 2, 887, 000, 000 

2: 149, 000, 000 1957 (appropriation 

as approved by 

2, 341, 000, 000 Congress ) 
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I would like to depart from my written statement a moment and say 
that if nothing else was presented before this committee, this fact of 
the great increase in cost of operating the Post Office Department is 
a full justification for increasing the revenues by increasing rates. 

There will be no decrease inoperating costs in the years ahead, as 
the volume of mail increases, and all operating costs increase to some 
extent. In my opinion, the increase in operating costs has not been 
due to any bad management on the part of any official. 

The increase in salaries for postal poteinel effective July 1, 1945, 
January 1, 1946, July 1, 1948, November 1, 1949, July 1, 1951, and 
March 1, 1955, together with fringe ae amounts to about $1,- 
290,000,000, or more than the entire postal receipts for 1944, and I will 
say, Mr. Chairman and members of the committee, that $578 million 
of that increase occurred during my administration. These addi- 
tional costs were merited and were supported by past and present 
administrations. 

During all of this period, very little legislation was enacted to 
offset the increased costs. There should be an increase in postage 
rates, as that is the only method by which the large deficit can be 
reduced to any extent. 

There are those who have opposed rate increases over the years, with 
the argument that the Post Office Department was established to pro- 
vide a public service, without regard to rates or annual deficits. It 
is true that it was established to provide a public service, but the 
Congress from the beginning intended that the service be rendered 
for a fee—to charge the users of the service a fee, in the form of 
postage, for the service performed. 

Those who like to ignore the large defiicit overlook the fact that 
the Post Office Department, of necessity, must draw from the general 
funds of the Treasury to meet the defiicit—money which all tax- 
payers have paid into the Treasury through income or general taxes, 
whether they be large or small users of the postal service. 

I have read the statement of Postmaster General Summerfield, pre- 
sented before this commitee on March 13 last. His testimony and the 
accompanying exhibits furnish ample information and facts, it seems 
to me, upon which this committee can take proper action. I agree with 
his recommendations before you, with one exception. I think that it 
would be unfair to raise the rate on first-class mail without making 
more substantial increases in second-class mail than has been rec- 
ommended. 

On page 24 of the exhibit furnished by the Postmaster General, it 
shows that the revenue from second-class mail for the fiscal year 1955 
was $65,700,000, while the expenditure for handling was $298,700,000, 
an excess of expenditures over revenue of $233 million. The 30 percent 
increase in revenue recommended would produce additional revenue 
of $16,800,000, leaving a loss of $216 million in the handling of this 
class of mail. 

The chart indicates that first-class mail just about pays its way and 
the increase recommended—3 to 4 cents—would produce additional 
revenue of $295 million, more than enough to pay the loss on second- 
class mail. 

The average cost of handling second-class mail is 414 cents per piece, 
while the average revenue is 1 cent per piece. Second-class mail pro- 
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tides 59 percent of the weight of all mail, other than parcel post. I 
think that some who oppose an increase in second-class mail and at 
the same time offer no opposition to the increase in first-class mail put 
too much stress on the handling of first-class mail, which they describe 
as preferential handling. 

First-class mail does receive preferential bandling ; however, second- 
class provides 58 percent of the carriers load and is second to parcel 
post in weight, volume and transportation costs. I might add there, 
Mr. Chairman, because of this great increase in second-class mail and 
circular mail, one of the first things that I did when I became Post- 
master General was to decrease the carrier’s load from 50 pounds to 35 
pounds, and provide relay boxes so they wouldn’t have to carry too 
much weight. 

Only 17 percent of the carrier’s load is first-class mail and if there 
was no second- or third-class to handle, there would be a sizable re- 
duction in the carrier force, as well as a great reduction in space 
needed, as well as other facilities. 

Therefore, I believe it would be unjust to raise the rate on first-class 
mail until and unless there is a greater increase in the rates for second- 
class mail. I have not changed my opinion on this matter from that 
expressed to this committee in March of 1951. 

There will always be a subsidy in the handling of second-class mail 
by the postal service. It would be improper, in my opinion, to fix 
the rates to eliminate the subsidy. However, the publishers should 
be very willing to bear a substantial increase in the rates. Many of 
them have indicated that they want no subsidy. Practically all pub- 
lications have enjoyed an increase in circulation and advertising 
matter. 

All of the publications, with little exception, have raised the sub- 
scription prices and the cost for advertisements. I feel that the 
Congress should indicate the amount of subsidy that should be author- 
ized for this class of mail and then fix the rates accordingly. 

Mr. Chairman and members of the committee, you have had very 
extensive hearings on this bill now before you, more so than at any 
previous time, to my knowledge, and I sincerely hope that your labors 
will not have been lost, but that a fair and equitable bill will be 
favorably reported. 

Again I want to say that I am happy to accede to the chairman’s 
request to give you my views on the measures before you. While I 
have been away from the postal service for more than 3 years, I still 
have an interest in the service with which I was connected for so 
many years, and would like to see a realistic adjustment in the postal 
rate structure. 

The Crarrman. How long were you Postmaster General ? 

Mr. Donatpson. A little over 5 years. 

The Cuarman. When did you first become Postmaster General ? 

Mr. Donatpson. I was appointed in November of 1947. 

The CuarrmMan. While you were Postmaster General, I believe 
there were two postal rate bills approved by Congress? 

Mr. Donatpson. That is right, Mr. Chairman. 

Vhe Crarran. One in 1948 and one in 1951; is that correct? 

Mr. Donatpson. That is correct. 
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The Cuamman. I believe that when the last postal rate bill was 
considered in 1951 by this committee, you made the same plea for a 
much higher rate on second-class mail than you are making today. 

Mr. Donatpson. That is right, Mr. Chairman. 

The Cuamman. And this committee, in reporting out the postal rate 
bill, approved an increase of 60 percent in sec ond-class mail carried 
over a period of 3 years, with increases of 20 percent each year for 
the 3¢year period, but when we got to the floor of the House, unfor- 
tunately, amendments were adopted cutting that down to 30 percent 
spread over 3 increases of 10 percent a year. 

Mr. Donatpson. That is right. 

The. CuatrmMan. What do you think would be an equitable increase 
in second-class mail at the present time? 

Mr. Donatpson. Mr. Chairman, so far as the Postmaster General’s 

rate structure is concerned, that is, increased rate of postage is con- 
cerned, I would join him in everything that he has recommended if 
he would include in his recommendation a further increase in second- 
class mail of 70 percent. Instead of the 30 percent, make it 70 percent. 

You will recall that I recommended a 100-percent increase. Thirty 
percent increase produced only between $12 and $13 million in 
revenue. 

This 30-percent increase would make a 60-percent increase. If he 
would just raise that to 70 percent and spread it over a period of about 
5 years, then I think you would be justified in raising first-class mail 
to 4 cents. 

The CuHarrman. As you pointed out, there has been a tremendous 
increase in the operating costs of the Department since 1951. 

Mr. Donatpson. That is right. 

The Cuairman. When the last rate bill was approved. 

Mr. Donaxpson. That is right. 

The Crarrman. These increases were due to salary increases and 
many other additional costs of the Department. 

Mr. Donatpson. That is right. I am not amazed, but I am sur- 
prised at the opposition from publishers to this 30-percent increase as 
recommended, because the increase, if authorized by the Congress, 
of 30 percent would not pay the additional cost of handling that 
class of mail. 

I don’t believe it would pay the transportation cost. Of course, the 
figures in the Post Office Department change every year, as the volume 
of mail increases and as post office employees get increased salaries 
and as transportation costs go up, and I have just been informed by 
the Postmaster General that perhaps there might be another increase 
in rates to railroads if they apply for the increase before the Inter- 
state Commerce Commission, and get it, which they did during my 
administration. 

That will bea sizable sum. I think the Interstate Commerce Com- 
mission gave them a 95-percent increase in transportation costs dur- 
ing my time. 

Mr. Gross. What was that figure? Ninety-five? 

Mr. Donatpson. Ninety-five ‘percent. 

The Cuarrman. Don’t you agree with me that the postal rate prob- 
lem is solely a nonpartisan, nonpolitic: al matter ? 

Mr. Donatpson. Absolutely. 
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The Cratrman. I believe when the first postal rate bill was ap- 
oe while you were Postmaster Suseuek we had a Republican 
Yongress, and you were the Democratic Postmaster General. 

Mr. Donatpson. That is correct. 

The Cuatrman. We had a Republican Congress and the Democrats 
approved that increase. 

Mr. Donapson. That is right. 

The Crarrman. Now we have just the reverse; we have a Demo- 
cratic Congress and Republican Postmaster General. 

Mr. Donatpson. We ought not to hold it against Mr. Summerfield 
because he is a Republican, in granting an increase on these postage 
rates which is long overdue. 1 know what a hard job it is for one 
to sit down in his office and look at the reports that come in from day 
to day showing large deficits and nothing you can do about it, so I am 
very sincerely concerned, notwithstanding the fact that I have no con- 
nection with the Government at all or the postal service, about some- 
thing being done in a realistic way to increase these postage rates 
to make the operation of the postal service a little bit easier. 

It would be better for all of the postal personnel if somebody wasn’t 
taking a crack at the Department all the time about a large deficit. 

The Cuamrman. Do you think that it is fair to the taxpayers gen- 
erally of our country to pay this large deficit in the way of increased 
taxes? Is it fair to them, or should we use the mail to pay for that 
deficit to a large extent? 

Mr. Donarpson. The $500 million deficit, or whatever it may be, 
is drawn from moneys in the Treasury that you and I and everybody 
else have paid in the form of income taxes, and it might be better if 
we could keep from paying $500 million more into the Treasury and 
pay it in postage rates for the service that the Post Office Department 
performs for us. 

The CxatrmMan. Any questions, Mr. Rees? 

Mr. Rees. No, except to state that we are in about the same atmos- 
phere we were on other occasions when you were present testifying 
with respect to postage rates. 

I want to say that I appreciate your being here this morning and 
having the benefit of your views. I believe you suggested that there 
was a time during the war period when there was some surplus in the 
receipts. You had no complaint then, though, did you, that it ought 
to be lowered because of that surplus in the postal service? 

Mr. Donatpson. No, Congressman Rees. It was fortunate for the 
Postmasters General who served from 1933 to 1945 that there were no 
increased costs added to the postal service in the form of salary in- 
creases for the postal personnel or transportation costs of any kind, 
and then when the Second World War came on, the military authori- 
ties took over the transportation of all mails abroad to the soldiers. 

T visited many post offices in the United States and saw mountains 
of letter mail going to the soldiers and being mailed by the soldiers 
about 75 percent of which was airmail. That high revenue-producing 
class of mail increased the receipts tremendously. 

At the same time, the costs were decreased. I remember General 
Walker said to me when he left office at the end of that fiscal year, his 
last fiscal year in which he had any surplus, that no Postmaster Gen- 
eral would ever see that again, would ever see a surplus again. 

Mr. Rees. That was because of the unusual war period. 
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Mr. Donaupson. Immediately the salary increases came along, and 
as I say, the salary increases have approximated $11, billion, more 
than $550-million of it during my time, and during the time I was 
Postmaster General the Congress was good enough to give me 2 
postage rate increases. 

I think the total of the 2 increases was something around $300 mil- 
lion. 

The Cuamman. Judge Davis? 

Mr. Davis. Mr. C hairman, I would like to say that for my part it is 
a great pleasure to have General Donaldson back with the committee 
again this morning, and I am glad to see that the 314 years which have 
elapsed have made very little impression on you. 

Mr. Donatpson. Thank you. 

Mr. Davis. Father Time has dealt gently with you, and I would like 
to say also that the statement which you made shows you still have a 
good knowledge of postal facts. I don’t have any questions. 

Mr. Donarpson. Thank you, Congressman Davis. I decided to 
take ‘it easier after spending approximately 47 years in the postal 
service, in my permanent and temporary employment, and I reached 
the conclusion that maybe I should be a little kinder to myself and 
maybe I would live longer. 

Mr. Davis. You have certainly earned it, and deserved it. 

Mr. Donatpson. Thank you. 

The CHamman. I want to say that I think the General looks 
younger than when he retired as Postmaster General. 

Mr. Donatpson. I have less worries, Mr. Chairman. 

The CuatrmMan. Mrs. St. George ? 

Mrs. Sr. George. Mr. Chairman, I also want to compliment General 
Donaldson. I think you and I appeared in this committee almost 
simultaneously in different capacities. I also want to say that I don’t 
think you have forgotten very much about the postal department, and 
I am reasonably sure when you entered i in this door this morning you 
said to yourself, “This is where I came in. 

Mr. Donatpson. There is some truth to that. Thank you very 
kindly. 

Mr. Lestnskt. Mr. Donaldson, I certainly appreciate your coming 
before this committee this morning because, as a Member of Congress, 
I have always respected your ability and your knowledge of the postal 
matters. 

Your forthright testimony here today shows that you are still quite 
familiar with the whole problem. I want to commend your statement 
that first-class should not be increased until second- and third-class are 
brought up to the point where they will not pay for themselves all the 
way, but in larger part. 

Would the gentlem: in say that he was lax in the handling of mail 
during his term as Postmaster General, that mail was slow in being 
sent out for delivery ? 

Mr. Donaxpson. I am glad to answer that question. I have never 
had any poor postal service - my life. I think the postal service has 
been good over the years. I don’t think we had a poor postal service 
during my administration. 

I did get kicked around a little bit because I reduced deliveries from 
2 to 1 in residential sections and the members of this committee 
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well know that that wasn’t inaugurated or initiated by me; that it 
came from the Appropriations Committee in Congress. It was some- 
thing I didn’t want to do, but I had to do it. 

However, I will say this: I think perhaps the Congress, especially 
the Appropriations Committee, which recommended it and cut the 
appropriations sufficiently that I had to do it, maybe were a little more 
farsighted than I was, because I haven’t seen any harm to the service 
in reducing deliveries 2 to 1 in residential sections. 

I received more letters when I was Postmaster General after that 
reduction was made, from the public, from business people, and from 
letter carriers congratulating me for having the nerve to do it, a con- 
gratulation to which I was not entitled. The nerve was sponsored 
by Congress; but today, if you would take a poll of letter carriers, 1 
would say that 95 percent of them would say it is the best job they 
ever had on the one-delivery basis, and I would think the public would 
not want to go back and pay something like $80 million to $100 million 
to restore that service. 

Mr. Lestnsxi. Mr. Donaldson, I have asked that question for a very 
specific reason, and I commend you on your answer again. You are 
indirectly being attacked that the mail service was bad in the last 20 
years. You were, of course, a part of the Post Office Department at 
that time. 

That I don’t think is warranted, and I don’t think it is proper. It 
is political. That is the reason why I brought the subject up here 
today. I don’t think you should be criticized, because you have done 
a splendid job in the past. 

Asa matter of fact, a lot of things going on today in the Post Office 
Department you have initiated are being carried out today. 

Mr. Donatpson. Well, in the last 20 years, of course, I was with the 
Post Office Department, including my term as Postmaster General, 
for more than 20 years right here in the Department in Washington. 

I know of no reason why anybody could justify that statement, that 
there was a poor postal service. There are times when the postal 
service gets bad through no fault of anybody at all in certain sections 
of the country and which can easily be remedied, but I know of no 
poor postal service that was rendered in those 20 years, and I know of 
no poor postal service that is being rendered today. 

The postal service, I think, is all right. The postal employees of 
the Post Office Department—and I say this without trying to detract 
from or criticize the employees of other departments—are, I think, 
the most patriotic people that you can have, and I think they are more 
sensitive about trying to perform a good service. That goes for a 
large part of them. 

I think they see to it that a good service is rendered to the public at 
all times. There are unavoidable calamities that help to provide a 
poor service sometimes, but I would say that there is no justification 
for a remark that there was a poor postal service anytime during my 
time in the postal service. 

Mr. Lesrnsxk1. That is why I brought the subject up, because today 
it has taken six weeks to get letters back from my district, and three 
weeks from my district here to Washington. 

The Cuarrman. What was that? 
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Mr. Lesinsk1. A letter being sent from my Washington office took 
6 weeks to get back to my district. It took 3 weeks to get a letter 
from the district back to me. 

The Cuatrman. Do you mean that ? 

Mr. Lesinskt. That is right. It is not ridiculous. 

The Cuairman. You mean that is an everyday occurrence ? 

Mr. Lestnskr. Not every day, but it does happen. 

The Cuarrman. I never heard of such a thing. 

Mr. Lesinsx1. If you want to go into the subject, I will give you 
all the facts. 

The CHarrmMan. Six weeks for a letter from Washington back to 
Detroit? 

Mr. CeperserG. I can walk to your district in 6 weeks. 

Mr. Lesinskr. Yes. 

The Cuamman. How long from Detroit back to Washington? 

Mr. Lestnsxi. Three weeks. 

The Cuairman. A common, everyday occurrence? 

Mr. Lesinsxt. I didn’t say it was a common, everyday occurrence. 
I say it has happened quite often. 

Mr. Donatpson. Congressman Lesinski, let me further amplify my 
statement. I don’t know anything about the problem you have. 
There are errors that will be performed by postal people in the dis- 
tribution of mail. There are errors performed by carriers in the 
delivery of their mail. Those are natural errors and you have to 
expect it. 

There is no robot that can perform that service. One must read; 
one must hear; one must have hands and must have feet, and not very 
many of those errors, I hope, are intentional, but they will be made 
and mail will be delayed once in a while. Mail will be misplaced. 

For instance, a clerk may erroneously distribute a letter going out 
to one station which should om delivered to another station, and that 
will be delayed 1 day. When I said I knew of no poor postal service, 
I meant in general. 

Mr. Lestnski. Mr. Donaldson, at that point, there was a group 
of 25 mailbags that were checked in at the Chicago post office, and it 
took better than 3 weeks bY, the time they were checked in over at 
Detroit. They were third-class mail. It took better than 3 weeks. 

To talk about efficient postal service in comparison with your serv- 
ice, I don’t like that. The point is, it is not being fair. It is true 
there will be delays now and then which can’t be helped, but to say 
that the service is better today than ever before I don’t think is being 
fair. 

The CuamrMan. Mr. Gross? 

Mr. Gross. Mr. Donaldson, you are appearing here on your own 
today; that is, you don’t represent any particular group of mailers? 

Mr. Donatpson. No. I didn’t get any pay for it, either. 

Mr. Gross. I am not going to inquire into your present occupation. 
I don’t care about that. I just wanted to know if you were e appearing 
here personally, or whether you were representting some organization. 

Mr. Donatpson. No. I represent no group. The chairman in- 
vited me to come down here and so did the Postmaster General. 

Mr. Gross. And I think that is perfectly proper. I just wanted 
to be sure on that. 

Mr. Donaupson. No; I represent no one. 
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Mr. Gross. You say that between 1910 and 1920 there were 7 years 
in which the Post Office Department had cash surpluses. You don’t 
have a breakdown as to the years in which there were cash surpluses 
from 1910 to 19204 

Mr. Donaupson. Yes; I do have. 

Mr. Gross. I can understand the situation during World War I, 
but I wondered about the other peacetime years. 

Mr. Donaupson. There was a cash surplus of $219 million in 1911, 
and there were surpluses in 1913, 1914, 1916, 1917; in 1918 a $64 
million surplus: and in 1919 a $73 million surplus. 

Mr. Gross. Then there were three or four of those years that pre- 
dated World War 1? 

Mr. Donatpson. Part of that was during World War I and part of 
it predated it. 

Mr. Gross. Yes; part predated that. 

Mr. Donaxpson. I don’t say there was any better management at 
that time, because I recall there were no salary increases and the mail 
volume was increasing a little, and the average postal employee got 
$100 a month. 

The postal employees were badgering Congress for increases during 
those years and didn’t get them, ‘but there were 7 years between 1910 
and 1920 in which there were surpluses. 

Mr. Gross. The fact does remain that there was a cash surplus in 
the operation of the Department during peacetime in 4 or 5 years 
predating World War I 

Mr. Donatpson. Congressman Gross, as I recall in reading the 
history of the postal service, Congress was very adamant about the 
Post Office Department paying its way up until about the time city 
delivery was established. 

When they established city delivery, they first insisted that it pay 
its way, and the carrier made a collection from the person to whom 
he delivered the mail to cover the cost. 

Later on I saw in some old annual report of the Post Office Depart- 
ment a statement which was made by some Members of Congress to 
the effect that it would be a difficult thing for the Post Office Depart- 
ment to pay its way, and they could expect deficits. 

I see way back in 1851 they had surpluses, but there was a period of 
years from 1884 clear on down to 1900 when there was a deficit every 
year, a small deficit. Of course, when those surpluses occurred in 
those years between 1910 and 1921 the revenues of the Post Office 
Department were around $300 million to $400 milllion. 

Mr. Gross. You oppose an increase in the first-class letter rate 
until and unless there is a more substantial increase in second class ? 

Mr. Donapson. I would be opposed to increasing first-class mail 
to make it pay, so to speak, for this loss that we are sustaining in 
second-class mail. I don’t think it would hurt publications. I don’t 
think it would hurt the public, and I don’t think from my contact 
with the public that there would be any opposition from the sub- 
seribers to magazines and newspapers to having this rate raised more. 

I don’t think you can ever raise the rates sufficiently on second-class 
mail to make it pay its way. I think that would drive thousands and 
thousands of small publishers out of business, but it would not be 
imposing too much upon the publishers if they would raise this 
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another 70 percent instead of the 30 percent’ recommended. That 
wouldn’t produce too much more revenue, but it would make the 
public believe and think that these publishers are paying a little bit 
more oftheir way, instead of putting all of this matter of balancing 
the budget upon first-class mail. 

Mr. Gross. You appreciate that the weight of testimony in behalf 
of an increase in second-class mail rates comes from newspaper pub- 
lishers or their representatives, who do not use the mails to any 
great extent ¢ 

Mr. Donatpson. Congressman Gross, during my time in the Post 
Office Department the most opposition I got was from the magazine 
industry. The magazine industry opposed increases right along when 
the publishers of daily newspapers didn’t. 

1ad no opposition from the large daily newspapers at the time 
| recommended a 100-percent increase, and I don’t think there is any 
opposition now. 

Mr. Gross. That is what I am saying, Mr. Donaldson, that the 
weight of the testimony in behalf of an increase in the second-class 
mail rate, the heavy weight of testimony in behalf of it, comes from 
newspaper publishers who make very little use of the second-class 
mail, 

Mr. Donatpson. That is true. I would say that a large metropoli- 
tan newspaper that I am thinking about probably sends less than 5 
percent, maybe only about 3 percent, of its poundage through the 
mails. The rest is delivered by the carriers in the cities and the ‘subur- 
ban areas by trucks, so that the increase in second-class mail to make 
second-class mail pay its way, to get $200 million, would not hurt the 
iarge metropolitan newspapers very much, but it would hurt the 
smaller papers. 

Mr. Gross. Yes; and it would take perhaps a 500-percent increase 
to completely balance the budget in second class. 

Mr. Donatpson. Between 400 and 500 percent. 

Mr. Gross. Yes; I appreciate your statement in that regard. You 
made the point a while ago of r: ail trans portation rate increases. 

I am just curious to know what you ran into, if you did, in opposing 
rail rate increases when you were the Postmaster General. Were you 
successful in opposing rate increases? 

Mr. Donarpson. The railroad people petitioned the Interstate Com- 
merce Commission for a sizable increase during my term as Postmaster 
General, and I employed a specialist in that line to assist the Post 
Office Department in opposing the great increase. 

I realized that railroads needed an increase at that time. They had 
recently been forced to go on a 40-hour week for their station em- 
ployees all over the country. That meant, in order to operate their 
service, they had to employ extra help every Saturday and Sunday. 
They had increased costs by salary increases of their people. 

I realized they needed an increase, but I did oppose very vigorously 
the amount of increase they recommended, and it finally wound up 
with the Interstate Commerce Commission authorizing a 95-percent 
increase, which at the time I didn’t think was unfair at all. 

Mr. Gross. I was just wondering what the experience of Postmas- 
ters General has been in resisting, if they had resisted, rate increases, 
and that was a jump of 95 percent at one time; is that correct? 

Mr. Donatpson. That is right. 
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Mr. Gross. You resisted it, but you were overruled. 

Mr. Donatpson. We got some concessions at that time, Congress- 
man Gross, that we didn’t have before. Prior to that rate bill, if we 
shipped a carload of mail from New York City to St. Louis we paid 
so much per unit per mile for that storage car all the way down, and 
all the way back to New York City empty. We did eliminate the 
return movement cost, and some other things were eliminated which 
I thought saved the Post Office Department a sufficient amount in the 
transportation to justify the 95-percent increase they got. 

However, it would be a problem. That was just a surmise on my 
part. The Postmaster General has authority to contract with rail- 
roads or transportation companies to haul the mail provided the rate 
of pay does not exceed the rate that has been fixed by the Interstate 
Commerce Commission. 

For instance, if the Interstate Commerce Commission fixes a rate, 
we will say, of 10 cents and he contracts with some railroad for 8 
cents, that can be done according to law. 

Mr. Gross. I just wondered if the Postmasters General were run- 
ning into impossible situations in their dealings with the Interstate 
Commerce Commission. Of course, this all comes back to affect the 
cost of the service, and, indirectly, rates. 

Mr. Donatpson. I don’t know that there is anything in the immedi- 
ate future, but you can always expect that in time, Congressman Gross. 

Mr. Gross. Are you in favor of a commission, as provided in this 
bill, to establish rates ? 

Mr. Donatnson. I read this section of the bill that provides for a 
commission. I think that that is a matter entirely for the Congress 
to determine, and I say that for this reason: That once a commission 
is created, it has the same quasi-judicial authority that the Interstate 
Commerce Commission has. You cannot overrule the rates fixed by 
the Interstate Commerce Commission, and it is a question of whether 
the Congress would want that to be done, and rely on the fair judg- 
ment of this commission, or whether Congress wants to retain the 
authority to fix these rates just as they retain the authority to fix 
salaries. 

I like much better a bill that Mrs. St. George introduced one time— 
and we talked about it—that would create, we will call it, a commis- 
sion or a section over in the Post Office Department to study these 
rates and do a thing similar to the English and Canadian postal 
services, whereby after a study of these rates, the Postmasted General 
receives a report from this committee and then he makes a report to 
the Congress of what rates he thinks ought to be increased, and why. 

Then Congress would have a chance to study it for 60 days and 
if they didn’t turn it down, he could put it into effect. That is the 
Canadian and the British system, and it works very well. 

There are not very many foreign postal administrations that op- 
erate their post office department. on a defict basis, not very many. 
The Postmaster General of England can file his rate bill with Parlia- 
ment, and they can study it, and if they do not oppose it in a certain 
length of time, then he can put it into effect. I like that very much 
better. 

ae Sr. George. May I say I thank you very much for those kind 
words? 





POSTAL RATE REVISION 773 


Mr. Gross. Then it is fair to state for the record, Mr. Donaldson, 
that you neither endorse nor disapprove the commission idea ¢ 

Mr. Donaxtpson. No, I wouldn’t want to do that. 

Mr. Gross. I would like to get something on the record. 

Mr. Donaxpson. I wouldn’t want to do that. My opinion is just 
one of many, and I think it is entirely a matter for Congress. If 
Congress wants to get rid of all these extensive hearings they are 

iaving, and wants to appoint a quasi-judicial committee to fix these 
rates, then that is a matter for the C ongress to determine. 

Mr. Gross. That is dealing in expedienc: y, I should say. Can you 
say for the record whether you endorse or don’t endorse the idea of a 

commission setup with the powers that it would have under the provi- 
sions in this bill ¢ 

Mr. Donatpson. Congressman Gross, let me say this: That if I were 
Postmaster General, and knowing the trouble you always have in get- 
ting rates, 1 would endorse it. Maybe if I were a Member of Con- 
eress I wouldn’t endorse it. 

Mr. Gross. I guess I will have to accept that. 

Mrs. Sr. Grorce. As long as my colleague wants something for the 
record, may I say for the record that you apparently have endorsed my 
bill; is that correct ? 

Mr. Donaupson. That is correct. 

Mr. Gross. Thank you, Mr. Donaldson. 

The Cuatrrman. Mr. Robeson ? 

Mr. Ropeson. No questions. I join in the expression of apprecia- 
tion of your appearance and your testimony. 

Mr. Donaupson. Thank you very much. 

The Cuamman. Mrs. Harden? 

Mrs. Harpen. Mr. Chairman and General Donaldson, I wish to 
congratulate you upon your very fine statement, which has been very 
informative and very interesting. 

The question that I was interested in was the one that my colleague, 
Mr. Gross, had just asked you. He asked you if you cared to comment 
on title II of the bill, which would create the postal commission. 

Do you think that three members of the commission would be suf- 
ficient, or that there should be more? 

Mr. Donatpson. I really don’t think that that would make a great 
deal of difference. I can only express my opinion in this way: That 
I belonged to a committee one time when there were three members 
and about the only way we could get any business done was when two 
of them were away. I think perhaps that three might be able to get 
more done than five. 

Mr. Gross. Will the gentlewoman yield? 

Mrs. Harpen. Yes. 

Mr. Gross. Of course, it is provided that two members of this com- 
mission could fix rates. It is superfluous to have three in this case 
because the action of two would be binding. 

Mr. Donaxpson. That is right. 

Mrs. Harven. That is all. Thank you. 

The Cuarrman. Mr. Gubser. 

Mr. Gupser. I learned as a comparatively junior Member of Con- 
gress that if you want to compliment a — you either have to be 
very original or there have to be a lot of vacant seats at the other end 
of the table. 
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Neither is the case, so I will thank you for a very forthright state- 
ment and | appreciate it. 

Mr. Creperserc. I join in Mr. Gubser’s statement. As far as I am 
personally concerned, the postal service was good prior to this admin- 
istration and it is good now. 

Mr. Donaupson. Thank you so much. 

The Cuarmman. Mr. Henderson? 

Mr. Henverson. I have no questions. 

The Cuairman. Mr. Johansen? 

Mr. Jonansen. General, T have one question only. During these 
years that you cited in which there was a break-even or a surplus, I 
am sure you wouldn’t feel that because there was a surplus the Post 
Office Department had ceased to be a service agency ? 

Mr. Donatpson. That is right. This is without criticizing anybody, 
because I worked under Postmasters General from away back. I 
never knew a bad one. They were all good. But I don’t give any 
special credit to those who operated at a time when there were sur- 
pluses for providing any better management than to those who oper- 
ated when there was a large deficit. 

Mr. Jonansen. I would like to ask one other question and if it is 
in any way embarrassing for you to answer it, I will withdraw it. 
When you were Postm: aster General, or at any time, I would assume 
that you would feel that any citizen who had a legitimate complaint 
on the postal service in a specific instance would be meeting his obli- 
gation if he reported that matter through proper channels and asked 
that it be investigated so that the cause could be corrected ? 

Mr. Donarpson. That should be done. I think it helps the Post 
Office Department. It helps the management of the Post Office De- 
partment if every person who has a complaint does register that, either 
with his local postmaster or through some channel. 

Otherwise the management of the postal service will have no knowl- 
edge of it. 

Mr. JoHanseNn. Thank you. 

The CHareman. Thank you very much, General Donaldson. We 
appreciate your kindness and willingness to accept my invitation to 
appear and give us the benefit of your views on this important ques- 
tion. 

Mr. Donatpson. Thank you very much, Mr. Chairman. TI don’t 
think I could have turned you down on that because both you and 
Congressman Rees, when he was chairman, were always kind to me 
and I felt if I could help you any, it was my duty. 

The CHatrman. Thank you, sir. [ Applause. ] 

The CHatrman. I have here about a dozen statements from differ- 
ent individuals relating to H. R. 9228 with requests from them that 
their statements be included in the record. 

Without objection, these statements will be included in the record. 

(The statements referred to follow :) 


THE CENTRAL ASSOCIATION OF THE MIRACULOUS MEDAL, 


Germantown, Philadelphia, Pa., March 16, 1956. 
Hon. THOMAS MurRRAY, 


Chairman, House Post Office and Civil Service Committee, 
United States Capitol, Washington, D. C. 
DEAR Mr. Murray: I am writing to express the opposition of the Central Asso- 


ciation of the Miraculous Medal to H. R. 9228, on which your committee is con- 
ducting hearings. 
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We are a religious and charitable organization with more than 1 million 
members scattered throughout the United States. We must rely almost com- 
pletely on the United States mails to contact this membership. 

Since our first object is to spread religious devotion, we have a membership fee 
of only 25 cents per year. Our members are contacted several times a year, 
largely through first-class mail, so you can see that postal rates are most im- 
portant to us in this phase of our activity. 

In addition, we publish a bimonthly magazine, which is sent without charge to 
some 120,000 special members (those who are responsible for 8 or more other 
people becoming members.) These magazines are sent by second-class mail, sub- 
ject to exemptions for nonprofit organizations. 

Also, twice a year we send out boxes of greeting cards to many of our members 
and the friends they recommend. These are sent by third-class mail, subject to 
exemptions for nonprofit organizations, 

The funds realized from the sale of these cards are used for the building and 
maintenance of seminaries and for charitable work among the poor. 

An increase in any of these classes of mail, without specific exemptions for 
organizations of our nature, would be a tremendous blow to our religious, educa- 
tional, and charitable endeavors. 

We are further opposed to the proposed establishment of a Commission on 
Postal Rates. In setting up such a group, Congress would be abdicating the 
jurisdiction and responsibility that has rested with it since the founding of the 
Republic. There is a grave danger that such a Commission, empowered to make 
arbitrary increases in rates, would not be guided by the conviction Congress 
always has demonstrated: That nonprofit organizations should receive special 
consideration on certain types of mail. 

I have been directing this work for 41 of my 82 years on earth and I never have 
been able to bring myself to increase the dues from the 25 cents a year with which 
we started in 1915. Many of eur members are poor, humble people to whom a few 
pennies mean a lot. I have always feared that an increase in dues would deprive 
them of the spiritual consolation they need. 

I earnestly request that you take whatever means are available to you to help 
defeat this bill. 

Sincerely yours, 
JOSEPH A. SKELLY. 


STATEMENT OF THE AMERICAN ASSOCIATION OF NURSERYMEN, INC., BY RICHARD 
P. WHITE, EXECUTIVE VICE PRESIDENT 


This statement is made on behalf of the very extensive mail-order interests 
in the nursery industry. We have already absorbed substantial third-class mail 
rate increases since World War IT. Annual price indexes disclose only minor 
increases in quoted prices of nursery stock in our mail-order catalogs since 
1946. 

Approximately 45 million nursery catalogs are distributed each year by the 
members of this industry engaged in the mail-order type of operation. The 
average weight of these catalogs is now 4 ounces. A large majority of these are 
mailed at third-class bulk rates to established mailing lists. About 5 percent of 
this distribution results in orders. The remainder of these catalogs are mailed 
at per piece rates upon request only, the requests being generated by advertis 
ing in the newspapers and garden and home magazines. 


The direct orders resulting from catalog distribution and the requests for 


catalogs resulting from other forms of advertising, are, of course, received via 

first-class mail. Delivery of the plants ordered is primarily by zoned parcel post. 
Any reduction in the number of catalogs distributed will result in a com 

parable reduction in orders received and a like reduction in parcels shipped. 


The mail-order group of firms represented in the American Association of 


Nurserymen have been in a cost-price squeeze ever since the close of World 


War II. They have seen costs of all materials needed in the conduct of their 


business increase, including third-class bulk rates and delivery costs by parcel 
post, and have been very reluctant to pass on these increased costs to the pur 
chaser in increased prices. 


To meet increased costs of catalog printing and third-class bulk rates, the 


weight of the average catalog has been reduced one-third in the past 10 years, 
from 6 to 4 ounces. We cannot shrink this any further and still generate a 
volume of business needed to keep going. 
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To meet increased parcel-post charges, new packaging techniques have been 
developed so as to eliminate the heavy moist peat moss, sphagnum moss or 
shingle tow that used to be required about the roots of mail-order shipments 
This practice alone has saved the mail-order nursery firms hundreds of thousands 
of dollars in postage annually and conversely has resulted in a similar reduction 
in revenue to the Post Office Department. 

The proposed increase in bulk third-class rates insofar as our industry is con- 
cerned would result in further overall reduced income to the Post Office Depart 
ment and would substantially reduce the volume of business done by the 
member firms of this association, as a little simple arithmetic will show. 

Under present rates, assuming all bulk: 


45,000,000 catalogs at 4 ounces each average equals 11,250,000 pounds 
of bulk mailing (assuming all go at 3d class bulk rates) : 
11,250,000 pounds at 10 cents per pound ---- $1, 125, 000 
45,000,000 catalogs will result in 2,250,000 orders (5 percent of cata- 
logs mailed: 
2,250,000 letters, at 3 cents_______ Ke 67, 500 
2,250,000 parcel post shipments, at an average of 50 cents postage 
CT i cine _ 1,125, 000 


Total income to Post Office under present rates_._--_-_._.___._--_ 2, 317, 500 


The only ways in which these mail order concerns can meet further increases 
in costs is to (1) further reduce size of the catalog, (2) reduce the number dis- 
tributed, or (3) increase prices to the consuming public. 

I have already indicated that in the past 10 vears, the weight of the average 
catalog has been reduced by one-third to meet increased costs of third-class 
distribution. This reduction has largely been the result of size reductions, with 
some slight reduction in weight of paper used. We believe further reductions in 
size would eliminate the number of offerings and would therefore reduce business 
volume. 

Reduce the number of catalogs distributed is the next possibility. It is known 
that such reduction will automatically reduce orders and the volume of reduce 
tion, if any, must be weighed against many factors. Some firms have increased 
volume of distribution of catalogs in order to attempt to maintain a stated vol 
ume of annual dollar business. With 45 million catalogs being mailed annually 
at present, it is felt the industry has reached the saturation point. Further in 
creases in distribution costs of catalogs would inevitably result in a reduction 
of number mailed so as to approximate at least an expenditure of third-class 
postage equal to our current figure of $1,125,000. 

The third alternative is to increase prices to the purchasing public. There 
are those who believe this is the solution to increasing costs but the great major- 
ity of mail-order nurserymen feel that this cannot be done without very seriously 
jeopardizing dollar volume of business generated. 

We must arrive at the conclusion, therefore, that the number of catalogs to be 
mailed under the proposed rates, if put into effect, would be reduced sufficiently 
to meet the increased costs. Instead of 45 million catalogs mailed annually, 


there would be 37% million, at a total weight of 9,375,000 pounds (4 ounces 
average) and a total postal bill of $1,125,000, the same as before. The Post 
Office would neither gain nor lose revenue at this point. 

However, 3714 million catalogs would generate only 1,875,000 orders which 
would be dispatched by parcel post. If we apply simple arithmetic to this new 
set of circumstances, let’s see where the Post Office Department would come out. 

Under the proposed rates, assuming all bulk: 


or 


37,500,000 catalogs, at 4 ounces each equals 9,375,000 pounds of bulk 

mailing, at 12 cents per pound (no gain or loss of revenue) $1, 125, 000 
27,500,000 catalogs will result in 1,875,000 orders (5 percent of cata- 

logs mailed) at 4 cents per letter (increase in revenue first class, 

$7,500) 75, 000 
1,875,000 parcel post shipments at an average of 50 cents postage 

each (loss in Post Office revenue, $187,500) 


Total income to Post Office under proposed rates______-----~- 2, 137, 500 


Thus, the proposed rates, assuming a reduction of mailing of catalogs which 
would now seem to be inevitable, would result in a total loss of revenue to the 
l'ust Office Department from this particular source of income of $180,000. 
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‘The impact on these small-business firms, however, would be of greater im- 
portance to them. 

The average retail value of a mail order of nursery stock is approximately 
$7.50 to $8. 

A loss of $2.8 to $3 million worth of business would result in a substantial 
hardship to many of the smaller mail-order concerns. 

Since in the nursery industry increased 3d-class bulk rates or increased per- 
piece rates would at this time inevitably lead to a reduction in mailings of busi- 
ness-generating catalogs, which in turn would reduce overall postal revenues and 
further would result in a substantial loss of business to our mail-order firms, 
we are opposed to any increase in 3d-class bulk or per-piece rates. 

We have previously testified before this committee in 1949 and again in 1951 
that we consider the postal service as a “public service” which should not be 
required to be self-supporting, unlike all other departments of Government. 
If at any time, by act of Congress the Post Office Department should be required 
to be self-supporting, then we believe each class of mail should share its pro- 
portionate costs. 


STATEMENT OF Mr. L. K. SHAVER, PRESIDENT, Mystic Stamp Co., CAMDEN, N. Y. 


Mr. Chairman and members of the committee, since circumstanees prevent my 
appearance in Washington before your committee on April 12 as planned, I am 
presenting the following information which | will appreciate your bringing to 
the attention of each member of the committee. Please have it made a part of 
the official record of the hearing. 

I operate a small mail-order business in postage stamps for collectors, employ- 
ing from 35 to 50 people—depending on the season of the year. We are the main 
source of employment for women in this small town of 3,000 population. 

For the past 5 years, our sales of stamps have fluctuated between $200,000 and 
$250,000 per year. On this volume we have been able to show a net profit of about 
4 percent before taxes, 

The recent increase in the minimum wage to $1 per hour is going to cost 
me $7,500 per year or more. Much of this is due to increases required for our 
workers who Were already making more than $1 per hour to maintain existing 
differentials. I fear this is a point overlooked by Congress when considering 
the minimum wage legislation. 

Our prices are fixed by the standard postage-stamp catalog which prevents 
our passing along increased costs in the form of price increases. 

We are heavy users of third-class mail and our postage bill averages 11 percent 
of sales. I do not need to point out to your committee what the proposed increase 
in postage rates will do to us. I understand the increase would average 30 per- 
cent which with the minimum wage increase will throw our operations into a 
substantial loss. 

The writer established this business 33 years ago and I am proud of its steady 
growth and of the amount of employment we have been able to provide. I find 
it hard to believe that Congress intends to legislate the thousands of small 
business firms such as mine out of business and I fervently hope your committee 
will decide to continue with the present rates. 


ADDENDA 


We have installed an incentive system in our office in an effort to increase our 
operating efficiency and to lower our labor costs. However, there is a limit as to 
what can be accomplished along this line. A 30 percent increase in postage rates 
would simply create a situation impossible to overcome. 


STATEMENT OF H. J. BLIGH, NATIONAL PRESIDENT, Direct SELLING LEGION 


APRIL 6, 1956. 


Mr. Chairman and members of the Post Office and Civil Service Committee, 
House of Representatives, Washington, D. C., having heard of the proposed new 
bill to increase the postage rates for second- and third-class mail, we wish to 
go on record as strongly opposing the legislation. 

If it is enacted, the proposed increases would take a substantial percentage 
of the gross revenue of the many hundreds of direct selling companies in this 
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country and aside from possibly being fatal to many of the smaller companies 
in direct selling, would seriously affect the incomes of the 85,000 Direct Selling 
Legion members I represent. 

The new high rates would increase the point of diminishing returns which 
has already occurred under present rates. The effect on the taxable income of all 
manufacturers and all salesmen everywhere could very well cost the Government 
in income taxes an amount many times the amount of the claimed deficit coming 
from the handling of third-class mail. Hundreds of business areas outside of 
direct selling use second- and third-class mail. A steep raise in rate on these 
two mail classes could be a serious blow to the entire American economy. 

Boosting the rates, then, is not merely a matter of increasing costs. It is a 
matter of definitely reducing business volume and taxable income. 

The 3314 percent proposed increase in the first-class rate is also a dangerous 
thing to the economy for the foregoing reasons. 

We want to go on record, too, of opposing the move to set up an independent 
commission with the power to make postal rates in all of the classifications as 
well as to set up conditions of mailing. Congress alone is responsible to the 
people and should forever retain the powers which are proposed to be given to 
this commission. The power to make the rates is equivalent to the power of 
taxation and should not be delegated out of the hands of the representatives of 
the American people. 


Statement of Don M. Turnbull, Executive Secretary, American Poultry & 
Hatchery Federation 


Mr. Chairman and members of the committee, please consider this letter as a 
statement in behalf of the membership of the American Poultry & Hatchery 
Federation concerning the position of this industry relative to H. R. 9228. 

This organization is a trade association with a paid-up membership of approxi- 
mately 4,100 poultry hatcherymen and breeders. These hatcheries produce 80 
percent of the nearly 2 billion chicks hatched annually. 

I am the organization’s paid executive secretary. Our headquarters are at 
521 East 63d St., Kansas City 10, Mo. 

The membership of the American Poultry & Hatchery Federation recognizes 
that the Post Office Department faces the same climbing costs of operation ex- 
perienced in all business. On this basis alone, we feel that certain adjustments 
in postal rates from time to time must be made. 

It is questionable in the minds of many hatcherymen, however, whether the 
postal charges are being equitably applied. 

H. R. 9228, for example, provides roughly for an across-the-board increase on 
first-, second-, and third-class rates of about 33 percent. 

It is our opinion that third-class mail rates are far too high in relation to 
first- and second-class rates. Fiscal figures for 1955 show that first-class mail 
returned to the post office an average of $1.18 per pound of such mail handled. 
Third-class mail, on the other hand, produced income at the rate of 29.6 cents per 
pound, This type of mail is worked at odd hours and whenever postal facilities 
will permit. 

Now look at second-class mail: Revenue from this source amounted to only 
2.3 cents per pound during the last fiscal period. Further, this mail is handled 
much more expeditiously than third-class mail. 

It can readily be seen that both first-class and third-class mail is carrying 
a far greater share of the postal costs, per pound or per ounce, than second 
elass. Adjustments should be made in second-class rates which would put such 
rates more nearly in line with those currently assessed for first- and third-class 
mail. 

Until such time as the Congress decides whether the Post Office Department 
skould be as a self-sustaining agency or as a public service agency, it is fair 
to expect each type of mail to pay its own way. The figures cited above indi- 
eate that first and third class are carrying a lion’s share of the burden. This 
becomes readily apparent when one compares (1) the percentage of income 
received by the Post Office Department from first-, second-, and third-class 
mail, and (2) the percentage of pieces handled of the three types of mail in 
relation to the total number of pieces handled in the last fiscal year. 

The foregoing statistical data is from a table based on material prepared 
and released by the Vost Office Department. The table appeared on page 33 
of the March issue of Direct Mat! Reporter, published at 224 Seventh Street, 
Garden City, N. ¥ 
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An increase in first- and third-class rates at this time, insofar as our industry 
is concerned, would place an added burden on farmers. Poultry flock replace- 
ment chicks are sold primarily via first- and third-class mailings. The farm 
picture at this point is such that moves toward increasing costs can only in- 
tensify the present unsatisfactory economic position. Costs added to first class 
and third class must be passed on, as every person knows. 

A second part of H. R. 9228 would establish a commission to set postal rates 
and charges for first-, second-, and third-class mail. Mail users would have 
the right to petition the commission for adjustments in rates and charges. 

We believe that such a commission would not be in the best interests of citi- 
zens using the mails. It would vest ratemaking powers in an agency twice 
removed from the people. 

Certainly no such commission should be considered until the Congress decides 
the policy matter as to whether the Post Office Department shall be self-sus- 
taining. 


STATEMENT OF WILLIAM G. CARR, EXECUTIVE SECRETARY, NATIONAL EDUCATION 
: ASSOCIATION 


The National Education Association is a voluntary organization of more than 
600,000 members of the teaching profession. Affiliated with the NEA are 66 
State and Territorial education associations and 5,500 local education associa 
tions. The combined membership of the NEA and its State and local affiliates 
is 1,100,000 teachers, principals, supervisors, superintendents and members of 
college and university facilities. 

The interest of the NEA in a bill like H. R. 9228 is twofold. First, as a matter 
of policy, the association believes there are important educational benefits that 
arise from the fact that low-cost postal service is available to educational institu- 
tions and organizations. Secondly, the NEA and its affiliated State and local 
associations are nonprofit organizations and hence enjoy some preferential rates 
for second- and third-class mail. In this connection we are pleased to note that 
H. R. 9228 does not propose any increases in the special second- and third-class 
rates for nonprofit organizations. 

Title I of H. R. 9228 proposes rate increases which, in the opinion of the Post 
Office Department, will help bring into balance its revenues and the cost of 
carrying the mail. Although we believe that the Post Office is a public service 
and not a business, we recognize the need for some increases in postal rates 
where it can be shown that the cost of a given postal service is far in excess 
on the revenues derived from that service. 


A CHANGE IN POSTAL POLICY 


Title II of H. R. 9228 proposes a far-reaching change in the method of deter 
mining the postal rates. It is a well-established fact that the policy of giving 
preferential rates and classifications to educational use of the mails is one for 
which Congress is largely responsible. If adopted, title II of H. R. 9228 would 
take from Congress the prerogative of determining the rates on second- and third 
class mail, including the preferential rates in these classes accorded to educa- 
tional and other nonprofit organizations. Instead, these rates would be deter 
mined by a commission on postal rates which would operate in much the same 
manner as the Interstate Commerce Commission now operates with respect to 
rates charged by common carriers. Such a drastic change in policy would run 
counter to the policy of the association approved unanimously in the July 1955 
meeting of the NEA Representative Assembly which says: “The National Educa- 
tion Association urges Congress to continue its longstanding policy of regarding 
the postal service as a means of conferring educational benefits on all persons 
and organizations receiving printed matter, including audiovisual material, 
through the mails. In particular, the association supports the adoption of legis 
lation that will assign to educational and cultural material a postal classification 
that gives adequate recognition to the purpose for which such material is 
prepared.” 

Can Congress continue its policy of encouraging educational use of the mails 
if it exercises no control over the rates in those classes of mail used by educa- 
tional institutions and other nonprofit organizations? We think not. We are 
aware of the fact that seciou 203 of the bill would have Congress declare a policy 
that it wishes to “preserve the inherent advantage of the postal service in the 
promotion of social. commercial, and intellectual intercourse among the people 
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of the United States:” but this same section also declares that it is the policy 
of Congress to “provide revenues which will substantially equal the expenditures 
of the Post Office Department.” It is this later proviso that will, as we see it, 
govern the thinking of the proposed Postal Rates Commission. 

The preferential second- and third-class rates extended to nonprofit educa- 
tional organizations makes it possible for groups like the NEA, the National 
Congress of Parents and Teachers, and their afflilated State associations to dis- 
tribute their publications to teachers, to parents. and to all persons concerned 
with the welfare of children and schools. Educational associations must be non- 
profit organizations in order to enjoy special privileges in the second and third 
class. In order to qualify for tax exemption as nonprofit organizations they must 
meet fairly rigid requirements as to the sources and distribution of their funds. 
Most educational associations depend upon voluntary contributions in the form 
of dues. This is the case with the NEA whose members pay dues of $5 per 
vear. Like an educational institution, an educational association must operate 
within a fairly restricted budget, and the portion of that budget that has to be 
devoted to transportation costs for printed material, reduces correspondingly 
‘he amount of such material that can be produced and distributed. This in 
turn reduces the effectiveness of the organization as measured by its ability to 
keep its members and the general public informed about its particular activities. 

If it be admitted that a well-informed membership is essential to a strong 
educational association, or to any other nonprofit organization, then the im- 
portance of the mails as a means for keeping this membership informed is im- 
mediately apparent. It should also be apparent that it is the consumer (i. e., the 
member) rather than the association who benefits primarily from the use of 
the mails in this instance. 

To give the proposed Commission on Postal Rates jurisdiction over the prefer- 
ential second- and third-class rates would be to place nonprofit organizations in 
direct competition with business enterprises organized for profit. There can be no 
doubt that pressure would be on such a commission to increase the second and 
third class rates for nonprofit organizations before proceeding to increase these 
rates as they apply to businesses. Thus, the privilege which Congress intended 
nonprofit organization to enjoy would be slowly whittled away. 

If Congress wishes to delegate part of its ratemaking function to an independ- 
ent commission, we believe that it should follow the precedent established when 
the Interstate Commerce Commission was assigned jurisdiction over fourth-class 
mail rates. The proposed Postal Rates Commission should be limited in its 
jurisdiction to fixing the rates on the use of second- and third-class mail by com- 
mercial enterprises organized for profit. 

To summarize on this point: The NEA believes that Congress should retain its 
present jurisdiction over the determining of postal rates. If, however, Congress 
wishes to be relieved of some of the burden of rate determination, it should 
do so in such a way as to protect the interests of nonprofit organizations of all 
kinds by exempting their preferential mail classifications from the jurisdiction 
of any proposed commission on postal rates. 


We appreciate this opportunity to make our views known to the Committee on 
Post Office and Civil Service. 


STATEMENT OF Mr. GRAHAM PATTERSON, PUBLISHER, FARM JouRNAL. Inc. 


The Honorable Tom Murray, 
The House of Representatives, Washington, D. C. 


Dear Tom: With this letter I am enclosing a copy of a booklet published by the 
Magazine Publishers Association (Postal Policy and Rates) expressing the view 
of a number of publishers, myself included, toward adjustments in postal rates. 
More than likely you are familiar with its contents. Nevertheless, because it 
does represent my basic view in the matter, I include it as a preface to what J 
say in this letter. 

While in Washington last week, I got the impression that, although a numbet 
of important people are in sympathy with the need for a basic policy review with 
regard to the whole Post Office Department prior to any rate adjustments, there 
are others who are deeply convinced that an immediate modification of rates is 
essential. It is with regard to this viewpoint only which I wish to express 
myself here. 

As you know, I publish the Farm Journal and the Town Journal. Both of 
these are service magazines. I am sure everyone who has studied the contents 
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of such magazines will agree that they perform an important educational and 
economic service to the country at large. Our distribution, like all farm maga- 
zines and unlike most general magazines, is 100 percent by means of the post 
office. 

Our commitments to subscribers—now more than 5,500,000 in number—are for 
a considerable period of time, an average of about 3 years ahead. We cannot 
alter the rate that these subscribers pay on any short-term basis. 

While our publications carry a healthy volume of advertising, we, like other 
publishers, have felt the keen competition of other methods of communication 
such as radio and television which are unaffected by any postal increases. Like 
most other publishers, our margin of profit is dangerously low. We are in no 
position to absorb any major change in postage rates on a short-term basis. 

As I stated at the outset, I feel that only after Congress has determined 
whether the Post Office Department shall continue to be considered, as it has 
through history, a public service to the people of the United States and not a 
public utility which is expected to exact from the users of the mails revenue to 
balance expenses—then and only then should Congress determine any adjustment 
in rates 

However, if immediate across-the-board postal rate increases are unavoidable, 
then I must urge and plead with all concerned that any increases be very modest 
and spread over a period of years in order that magazines like ours and many 
important small publications, particularly, may have an opportunity to adjust 
their business to the changes. 

About 4 years ago, when we faced a similar situation, I suggested that the 
raises be held to a maximum of 10 percent in any single year. A number of 
Congressmen ugreed with me and I believe that this may have had some influence 
on the final decision which ended in an increase of 10 percent a year for the 
% years which have just ended. 

In my opinion, having absorbed this 30 percent increase and there being no 
lessening of competition from other means of communication and no increase in 
the margin of profit in publishing, I would say that the 10 percent increase per 
annum would of necessity be the outside figure unless we are prepared to see 
some important publications go by the board, 


STATEMENT OF Mr. Ropertr Coitston, BuRKE & CoLsTON, CHIcaAGo, ILL., PRESENTED 
BY Hon. CirarLes A. BoYLeE, MEMBER OF CONGRESS FROM ILLINOIS 


Marcu 26, 1956. 
The Honorable Tom Murray, 
Chairman, House Post Office and Civil Service Committee, 
Washington, D.C. 

Dear CHAIRMAN Murray: One of my constituents, Mr. Robert Colston, has 
written in connection with pending legislation on postal questions. The letter 
is enclosed for your committee records, because I believe it contains some very 
good suggestions and indicates an understanding and concern on Mr. Colston’s 
part. 

Sincerely, 
CHARLES A. BOYLE, 
Member of Congress. 


BurRKE & COLSTON, 
Chicago, Ill., March 20, 1956. 
Subject: Postal rates. 
Hon. Cuar_es A. Boyle, 
House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN BoyLe: I understand that the administration bill recom- 
mending the increase of postal rates will come up for consideration shortly and 
I am writing you to urge that our present postal deficit be corrected by more 
efficient operation rather than by increasing first class and air mail postage 
rates. However, I do favor the necessary increases in second and third class 
rates so that each of these divisions will be self-supporting. With our national 
economy in its present precarious position and the apparent inability to make any 
headway in reducing our national debt I feel that it is most important to reduce 
Government expenses and the numbers on our Federal payrolls. 
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It is my belief that most, if not all of the postal deficit can be eliminated by 
reorganizing the system to better suit present day conditions. With the wide 
use of the telephone and telegraph the speed formerly felt so necessary in the 
delivering of mail is now not so important as few people rely on mail if they wish 
a message to get through quickly. With this in miind I would favor mail de- 
liveries on only 5 days of the week, Monday through Friday, and of course none 
on holidays. In the outlying areas only one delivery would be made per day, 
but in business areas this would probably not result in a saving as the carrier 
might not be able to take the full day’s mail on one trip. Business houses requir- 
ing more frequent mail service should be willing to rent post office boxes and 
collect it as often as they wish. 

Another change which should both decrease the cost of mail service as well as 
increase the revenue te the department would be to deny second- and third-class 
rates to unsolicited mail, circulars, announcements, etc., and require that these 
be sent first class. This of course would not apply to periodicals that are sub- 
scribed to on an annual basis or other forms of mail that have been definitely 
requested by the addressee. 

I hope you will agree with me on a program of reducing present costs, and in 
this way eliminate the need for any increase in first-class and airmail rates. 

Respectfully, 


ROBERT COLSTON. 


THE SERVICE LIFE INSURANCE Co., 


Omaha, Nebr., March 19, 1956. 
Post OFFICE COMMITTEE, 


House of Representatives, Washington, D.C. 

GENTLEMEN: There is presently before you for consideration under H. R. 922s, 
a proposal for an increase in present third-class mail rates. Our company en- 
gages in substantial direct selling; that is, we employ the mails for the solicita- 
tion and sale of our policies of insurance. Any increase in the present third-class 
mail rates would seriously jeopardize our ability to competitively engage in our 
business as it is now constituted. 

During the last few years, the cost of every item we use in our direct selling 
effort has risen appreciably. Stationery, envelopes, paper, advertising, art work, 
printing, clerical help, etc., costs us a great deal more today than it did a few 
years past. Notwithstanding these various increases, our largest single item of 
expense incident to our business has been the third-class postal rate. Then, too, 
the results we have obtained have decreased. Therefore, we are in a serious 
marginal area which makes it imperative that we present our views to you at 
this time. Even a small increase in our cost of doing business quite conceivably 
can make it necessary for us to cease our activity. 

We respectfully urge your most serious consideration to our problem, which 
we feel we share in common with many other business institutions, and we hope 
you will conclude that the harm done by an increase of the third-class postal 
rates will more than offset the temporary advantage to be gained by the Govern 
ment in effecting such an increase, 

Yours very truly. 
H. B. WESTERING, Vice President. 


CONTINENTAL DISTRIBUTORS, 
Kenmore, N. Y., March 20, 1956 

Mr. Chairman and Members of the Committee. 

GENTLEMEN: We wish to register a firm protest against the proposed third- 
class rate increase now being taken under consideration by your committee. 

The proposed rate increases would positively cripple our business and could 
conceivably put us out of business in the long run. 

At the peak of our season, we employ as many as 55 people and the employ- 
ment of all of these people is at stake. 

Again we repeat—our business depends 100 percent upon the United States 
mail, and even a small percentage of increase would be disastrous. 

Very truly yours, 

ALFRED R. Mock. 
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New York, N. Y., April 16, 
Hon. Tom Murray, 
Chairman Committee on Post Office and Civil Service, 
House of Representatives, Washington, D. C.: 


As per your invitation, herewith are my views to be included in the hearings 
on H. R. 9228. 

I am in favor of eliminating the deficit of the Post Office Department, but I 
am opposed to the passing of H. R. 9228. This bill will result in an unfair and 
inequitable increase in the rates of the major classes of mail. 

The proposed rates will increase revenue from second-class mail by about 
$17 million even though the deficit in 1955 on second-class mail was $235 million. 
The proposed rates will increase revenue from first-class mail by $296 million 
even though there was a profit on first-class mail in 1955. (Figures not avail- 
able.) In 1954 this profit was $63 million. In 1954 the average revenue per piece 
of first-class mail was 3.35 cents. In 1954 the average expense per piece of 
first-class mail was 3.12 cents. 

In 1954 the average revenue per piece of second-class mail was 95 cents. In 
1954 the average expense per piece of second-class mail was 4.53 cents. Does 
this indicate H. R. 9228 as being fair and equitable? 

Some of the large national magazines are selling seme of their subscriptions 
for less than the cost of the delivery of the magazine. In the interest of common 
justice those individuals and organizations that receive benefits of postal serv- 
ices should fully support those services. Postal users either pay the full cost 
of their postal services or they are to be subsidized. If the Congress feels that 
certain users should be subsidized, then the subsidy must be included in the 
Federal budget and not by the users of first-class mail. The thoughtful American 
citizen who has been told the facts is probably wondering why the users of 
second-class mail have been permitted to get by with these ridiculously low 
subsidized rates for so many years without any great uproar from the Post- 
master General. 

I am opposed to the proposed Postal Commission because it would take away 
from the American people their right to a hearing such as this. 

I urge the defeat of H. R. 9228 and the writing of a new bill that would charge 


the users of each class of mail for the cost of the postal services they receive. 
Thank you for including this message in the record of the hearings of your 
committee. 


JORDAN I, LANE. 


AMERICAN FARM BUREAU FEDERATION, 
WasHrneton, D. C., April 16, 1956. 
Hon. Tom Murray, 
Chairman, House Post Office and Civil Service Committee, House of Repre- 
sentatives, Washington, D. C. 

DEAR CONGRESSMAN Murray: We know of the very tight schedule of your com- 
mittee in its hearings on H. R. 9228, and will take this opportunity to present 
very briefly our views with regard to increasing postal rates. 

The American Farm Bureau Federation is a farm family organization, with 
1,623,222 farm family members. Our interest in the potsal service system is 
inherent with our rural living. It provides many of those services which make 
life on the farm a most desirable experience. 

We have expressed to this committee on several occasions our support of pro- 
cedures within the Post Office Department designed to secure greater efficiency 
of operation by reducing operating costs and to increase rates whenever such 
action is necessary to more nearly achieve a balanced fiscal operation. 

In order to provide the Post Office Department with increased revenue to meet 
increased costs for handling the mail, we recommend the enactment of H. R. 
9228 with 1 amendment. We would amend section 105 dealing with third-class 
mail by increasing to 50 percent the increased rate for this type of mail. We 
believe this amendment would more nearly reflect a desirable relationship be- 
tween revenue and cost on third-class mail service. 

With regard to title II of this, we do not disagree in principle: however, we 
believe the studies that have been made with regard to the postal system are 
adequate at this time, and we should make every effort to have the recommenda- 
tions already made for efficiency put into effect before establishing another 
commission. 
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We recognize that the subject of this hearing has to do primarily with postal 
rates ; however, we hope that the House Post Office and Civil Service Committee 
will give consideration during this session of Congress to the extension of mail 
routes to farm families. We find many rural people being denied rural free de- 
livery. We recognize that there are many problems involved; however, we are 
confident that solutions can be found without impairing the budget of the Post 
Office Department. There are several bills, as you know, now pending dealing 
with this matter. We weuld be happy to consult with you or members of your 
committee at any time with regard to the extension of rural routes. 

We respectfully request that this letter be made a part of the record of 
hearings. 

Sincerely yours, 
JOHN C. LYNN, 
Legislative Director. 


LITTLETON STAMP Co., 
Littleton, N. H., April 12, 1940. 
CHAIRMAN, Post OFFICE AND CIVIL SERVICE COMMITTEE, 
louse of Representatives, Washington, D. C. 

Deak Mr. CHarRMAN: I am firmly opposed to passage of legislation which 
would increase postage rates by one-third. 

The new minimum-wage law has already forced me to reduce the amount I 
spend advertising in newspapers, magazines, and on radio, so I can come up 
with a fair profit. Because of reduced advertising my sales will in a few months 
start to decline. In peak years I have spent as much as $150,000 for advertising. 
Passage of proposed legislation to increase postal rates will cause me to further 
cut my advertising budget with the result that eventually my business will fade 
away completely. 

If the postage increase goes through I am faced with the following: 

1. Go out of business. 

2. Move business to Canada where the labor situation will allow me to survive. 

In 1935 I started this business as a boy out of high school. By 1941 I was 
making fair progress and employed 6 people. In September 1941 I was drafted 
into the Army and served 4 years, Upon my discharge in October 1945 I again 
started from scratch to build a business. Since then I have employed as many 
as 96 people. During the last few years I have averaged 50 employees. I 
worked very hard to build up this mail-order business (selling postage stamps 
at retail to stamp collectors). My payroll runs about $100,000 a year and is 
very important to this small New England town. 

My operation is one of the most efficient of its type but the nature of the 
business is such that there is much hand labor necessary. This means I cannot 
get lower production cost through use of machines as most industries do. My 
prices are as high as I can put them without pricing myself out of the market. 
I mention all this so you will understand that I am not just sitting here expect- 
ing someone else to solve all my problems. 

My wife and I now have three children. I have made good progress in paying 
off money borrowed to start this business but I still owe over $100,000. The 
proposed postage increase coming on top of the minimum wage (which inci- 
dentally does not apply to wealthy and powerful chains such as J. J. Newberry, 
F. W. Woolworth, Grants, etc.) makes the future look pretty bleak to me. 

I could say much more and would if I though it might help me. I seriously 
wonder if much attention is given to a small-business man aftering seeing how 
the $1 minimum wage law was so easily passed. I think too much legislation 
is passed without being fully understood by those who pass it. My own Con- 
gressman did not know that the “chains” mentioned previously in this letter 
do not come under the minimum-wage law. When I explained this to him 
he disputed me and told me I was wrong. This sort of thing helps destroy con- 
fidence of small-business men. 

The normal problems of making a business pay a profit are plenty tough. When 
small-business men cannot have their problems considered and understood by 
the men in Congress it makes us feel as though we have been cast adrift and 
forgotten. 

Sincerely yours, 
MAYNARD SUNDMAN. 
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STATEMENT OF WARD A. NEFF, GENERAL MANAGER OF THE CoRN BELT FARM DAILIES 


Mr. Chairman, members of the committee, my name is Ward A. Neff. I reside 
in Chicago and am general manager of the 4 newspapers which are known 
collectively as the Corn Belt farm dailies and are located at the 4 primary 
livestock markets of the country—Chicago, Kansas City, Omaha, and St. Louis. 
These publications are the Chicago Daily Drovers Journal, Kansas City Daily 
Drovers Telegram, Omaha Daily Journal-Stockman, and St. Louis Daily Livestock 
Reporter. 

They supply the rural sections of Iowa, Illinois, Indiana, Kansas, Missouri, 
Minnesota, Nebraska, and Wisconsin with daily information about commercial 
and purebred livestock prices. 

I and my associate, Mr. Homer L. Thieman, appeared before your committee 
when H. R. 6052 was under consideration in 1953. Since most of you were then 
members of the committee I will, in the interest of brevity, to refresh your 
memory of the character of our daily newspapers merely attach hereto a copy 
of today’s issue of the Chicago Daily Drovers Journal. You will recall that the 
other three of our newspapers are identical in content and purpose and nearly so 
in size and appearance. 

It is of prime importance that the exact nature and kind of these newspapers, 
the character of their readers and the service being rendered to them be well 
understood. You will note that they are of full newspaper page size, that they 
are printed on newsprint and run off on high-speed newspaper presses in four 
different cities because prompt delivery to readers is an essential factor of their 
service. 

Most of our subscribers are entirely dependent on us for timely, complete, 
and dependable market information and analysis necessary for profitable live- 
stock operations. The breeders, feeders, and shippers served by our Chicago 
Daily Drovers Journal call it the Stockman’s Bible. The same appellation is 
also applied to each of our other three publications, the Omaha Daily Journal- 
Stockman, the Kansas City Daily Drovers Telegram, and the St. Louis Daily 
Livestock Reporter. 

These newspapers are not offered for sale on the newsstands. A few are dis 
tributed at the market centers by carrier. However, for our purposes here we 
may consider that they are distributed entirely (99 percent or more) by mail 
to subscribers on rural routes throughout the principal livestock-producing areas 
of our country. 

In considering any increase in second-class postage rates, your committee 
should be fully conscious of the fact that publishing costs have advanced so 
rapidly and to such a point that many publishers have so little, if any, margin 
of profit left that it will be impossible to absorb added second-class postage cost 
and the added third-class cost through the proposed increase in rates which 
will be incurred in obtdining subscriptions. Agricultural publications, already 
having great difficulty in maintaining circulation, will without question find it 
difficult and in some cases impossible to pass on to their readers the added postage 
cost in the form of higher subscription rates. 

So much has been said in legislative halls about the present adversities of 
farmers and about the farm problem that it must be well understood how 
untimely and impossible it will prove to be for a publisher to attempt to pass on 
to farmers any increase in costs under current conditions. We urge you to 
turn to page 7, column 5 of the accompanying copy of the Drovers Journal and 
to observe under the caption “Here and There on the Farm” the comments of 
several livestock farmers whom we now thus introduce as unwitting witnesses 
to the truth of the matter. 

Now as to H. R. 9228, we emphatically would prefer no increase, but if the 
rates are to be advanced we would rather pay increased pound-zone rates, as 
they do not discriminate against our publications. What we even more em- 
phatically protest is the application to our business of the proposed increased 
minimum charge per copy, provided in section 2 (c) of the bill. 

Our publications are mailed at the present pound rate subject to the existing 
minimum per copy rate of one-eighth cent per copy. Mose of our issues consist of 
six pages and are now mailed at the pound rate. Under section 2 (a) of H. R. 
9228 it is proposed to increase the pound rate on July 1, 1956 and again on 
July 1, 1957, the combined increases amounting to about 30 percent. Section 2 (c) 
increases the minimum per copy rate to one-fourth cent per copy from one-eighth 
cent per copy, an increase of 100 percent all effective July 1, 1956. At a one- 
fourth cent minimum rate almost all of our 6-page papers would go at the 
minimum per copy rate. Larger papers would take the pound-zone rate. 
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We cannot see rhyme or reason in applying a 30-percent increase to 1 of the 2 
rates we are forced to pay under the present law and 100 percent to the other 
(which on the weight basis is already the higher). Consistency urges two 15 
percent increases in the minimum per copy rate just as in the pound rate. 
That would work out as follows: Present rate (one-eighth cent) 0.00125; July 1, 
1956 (one-eighth plus 15 percent) 0.0014375; July 1, 1957 (one-eighth plus 30 
percent) 0.001625. 

If there were any valid reason for arriving at an even fraction upon effectua- 
tion of both increases, the last jump could be made to one-sixth cent with a deci- 
mal equivalent of 0.0016666 or even 0.00167. 

The wide spread, both in amount and timing, between these two increases for 
the same general class of publications, emphasizes further the inequity, unfairness 
and injustice which would be accomplished by enactment of the minimum rate 
increase proposed. 

Post office revenues will not be increased by placing an unendurable burden on 
small daily newspapers distributed entirely by mail. If the increase from one- 
eighth cent destroys the source of postal and tax revenue, it is not justifiable on 
any count. If, in our case, it destroys a service to agriculture and the livéstock 
farmers which has proved its merit and desirability over a period verging on 
three-quarters of a century, it should be unthinkable. 

A 100-percent rate increase effective at the beginning of a 2-year period of 
increases makes bellwethers out of the little fellows—the only ones affected—in 
attempting to raise subscription prices. With good reason we are afraid an in- 
erease of 100 percent in one fell swoop is too much to digest with agricultural 
conditions as they already are. 

Another killing factor in this 100 percent raise-all-at-once proposal lies in the 
penalty put on the publisher who has sold long-term cash-in-advance subscrip- 
tions. This is a common practice in the farm publishing field. The 2- and 3-year 
rates are always lower than the 1-year rates. The postage cost was, of course, 
figured in when the selling price was made. But the added cost from a 100- 
percent increase in postage rates wasn’t. These subscriptions are definite con- 
tracts we are duty bound to honor. We can’t go back to the subscriber for more 
money. It is obvious that if the present legislation is enacted such publishers 
will have quite a bill to pay. There is every reason to believe they cannot digest 
it and, as stated, under present conditions cannot pass it on. The alternative is 
obvious. 

Under any circumstances our commitments to a substantial number of sub- 
scribers on a 2- or 3-year basis would make early effectuation of an increase in 
the subscription price impossible for us. 

It is nothing short of confiscatory for the Post Office Department which is 
charged with enforcing the fulfillment of subscriptions to second-class publica- 
tions to raise rates of postage on subscriptions already sold by the publisher. 

One other point of tremendous significance to us on the minimum-rate question 
is a matter of simple arithmetic but is one which may easily be completely over- 
looked. It is that we are thinking and talking in terms of its application to 
daily newspapers such as the four we operate. Something of minor consequence 
to a monthly publication, or even a weekly can be a catastrophe to a daily. The 
difference would show up in our out-of-pocket expense in the first place but 
would be particularly damaging when we tried to pass along the cost through 
increased subscription prices. Our $7.50 annual rate is already the highest 
subscription price in the agricultural field. 

The foregoing considerations should not, however, be allowed to obscure the 
fact that there is something inherently wrong with the minimum per-copy rate, 
other than the level of the rate itself, which makes it, in its application, unjust. 

The revenue which the Post Office Department can obtain from the limited 
number of publications affected cannot be of relatively great consequence. Yet 
to many of those publications, entirely dependent as they are on postal service 
in the delivery of their papers, the matter is vital. The larger publications with 
fewer copies to the pound are not affected by the minimum rate. It is the smaller 
papers which are hit and in addition stand the higher of two rates, pound-zone 
and minimum per copy. It may be assumed that the smaller issues previde the 
least advertising revenue with which to pay the bill. We cannot see good reason 
for charging the minimum per-copy rate for delivering exactly the same number 
of lighter papers to exactly the same subscribers at exactly the same locations 
instead of the pound-rate charged for delivering heavier papers. The two-rate 
plan increases work for both the publisher and the post office. The minimum 
per-copy rate as applied to publications is wrong in principle and is completely 
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wrong in that it entirely ignores the most important factor in sound ratemaking, 
viz., the ability to pay. 

Our purpose in making this statement is to get fair treatment with other 
publishers. That means pound rate. The minimum per-copy rate should never 
have been written into the law as applicable to daily newspapers carrying adver- 
tising and subject to pound-zone rates which in themselves constitute an equita- 
ble measure both of the publisher’s ability to pay and the added transportation 
cost incidental to more distant delivery by the Post Office Department. 

We again recommend and urge that the minimum per-copy rate be deleted from 
the law or be made ineffective as applied to newspapers which pay pound rates 
on the majority (for example, two-thirds or three-fourths) of their issues. 

We understand that the announced purpose of this measure is to permit the 
Post Office Department to operate without a deficit. Since the incurred deficits 
over a long period of years have been met by the taxpayers through appropria- 
tions by their representatives in Congress the objectives of the bill embrace the 
transfer of such deficit cost from the taxpayers to the users of the mails—the 
payers of postage—let the chips fall where they may so far as the effect on such 
users is concerned. Among the substantial causes of the annual postal deficit 
are the whole rural free delivery system and free in county second-class delivery 
and all of the so-called exempt classifications. These perquisites and services 
were all brought about by grants of Congress and the cost in each instance was 
to be met by the taxpayers. It is recognized that some cannot possibly be self 
sustaining. We have no quarrel with the grants or their purposes. We do object 
to the transfer of the cost from the taxpayers to the users of the mail. Fur- 
thermore these groups are not one and the same. A big part of Federal revenues 
come from income taxes which constitute a percentage of earnings and profit. 
Postage costs are business costs paid by business and publications before earn- 
ings or profits and if excessive could in many cases lead to bankruptcy. On 
the general principles involved we believe that H. R. 9228 should not be enacted. 

The foregoing makes it abundantly clear that postage costs spreading as they 
do over most of the people of the entire Nation are kindred in nature to tax 
costs. Title II of this bill proposes the establishment of a commission and the 
determination by it of postal rates. We find it hard to believe that the users of 
the mails would have much voice in the rates they would have to pay. We find 
it hard to believe that the Post Office Department itself and the Executive 
branch of government would not constitute the dominant influence in such rates. 

With the Post Office Department in control of rates we would be concerned, 
and deeply, with whom the next Postmaster General might be and with whom 
might follow in that capacity in succeeding years. We would be gravely con- 
cerned with what the objectives of each of such incumbents might be and under 
what concepts each might administer the Department. We would be concerned 
with the freedom of the press and with continuance of the right of the people to 
be informed. The power to tax is the power to destroy. Postal charges have 
with good reason been likened to taxes. Postal rates can be used to destroy 
unless we adhere strictly to the system of governmental checks and balances 
which have nurtured survival thus far. 

We subscribe heartily to the belief that all postal rates should be set by 
Congress. We shudder at the thought of Congress surrendering its postage rate 
making power to anyone. The proposals to do so are unthinkable and are 
repugnant to the principles of freedom and democracy. 


TRUE OR FALSE? 


Two different methods of figuring postage should apply on the two accom 
panying issues of the same newspaper (one a 6-page issue, the other an 8-page 
issue) which were prepared by the same staff, published by the same owner, 
printed in the same plant, mailed from the same post office on 2 consecutive 
days, transported to the same post offices on the same railroads, and distributed 
on the same rural routes by the same carriers to the same subscribers in the 
same homes. 

Answer: False. A single rate is the only equitable method. 

Yet House bill H. R. 9228, now in your committee, provides two different 
rates—why? 

Should the smaller 6-page issue, on the basis of cost of handling by the Post 
Office Department as compared with an 8-page issue, be charged a premium 
rate? 
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Answer: No. In all consistency, pound-zone rates should apply to both of,the 
accompanying issues of the same newspaper. The minimum per copy rate should 
not apply in this or other similar instances. Under H. R. 9228, it is even possible 
for the pound-zone rate to apply to one 6-page issue and the minimum per copy 
rate to another 6-page issue 

Surely, such legislation is inequitable. 

House bill H. R. 9228 should be amended to eliminate application of the mini- 
mum per copy rate in any amount where the pound-zone rate could and would 
otherwise sensibly and equitably apply. 


STATEMENT OF ROBB SAGENDORPH, PRESIDENT, YANKEE MAGAZINE 


1. FIRST CLASS MAIL 

Page 1, lines 9-11 

This bill proposes an increase in first class mail from 3 cents to 4 cents. We 
mail between 200,000 and 300,000 pieces per year, practically all of it metered and 
sorted. The increase means an added charge against us of between $2,000 and 
$3,000 per year—equal in most years to our entire net profit. No provision in 
this bill is made for the difference in cost to the Department of handling the 
mailing of 1 letter for which the mailer hands a coin to the Postmaster for one 
2 cent stamp, he has to make change, often put on the stamp himself, and cancel 
it and of handling our mail, all stamped for him, paid for by check in large 
quantities, and sorted. Lack of such provision ignores a basic principle of the 
American economy—namely, the passing along to the consumer of savings made 
possible through quantity or volume business. At least one-third of our first- 
class mail is in the nature of public service, of no profit tu us. 


2. DOMESTIC AIRMAIL 
Page 2, lines 4, 5 

As most airmail correspondence pertains directly to important business mat- 
ters and relates directly to profitable business operations dependent on speed 
of delivery, Can see no objection to the increase in this rate—even to 10 
cents. 

3. SECOND CLASS MAIL 

Page 2, line 18 


The apparent increase in second class rates to a magazine of our circulation, 
carrying roughly 50 percent advertising, is negligible—perhaps $25 to $50 per 
month. The suggestion is made however that no distinction in rate should 
be made between magazines carrying less than 50 percent advertising and those 
carrying less than 5 percent. Advertising, except in Communist controlled 
countries, is recognized today, for various reasons as a necessary, desirable, ad- 
junct to any high standard of living economy. It is recommended that all pub- 
lications carrying less than 50 percent advertising take the same rate as now 
suggested for those carrying less than 5 percent and as in the case of the latter, 
zone rates be abolished. Reason: second class publications for the most part 
add to national unity, education, instruction, and entertainment—and no 
one region should be favored over another. The pound rate, if zones are 
abolished, might be a uniform 5 cents per pound to all zones. Publications 
carrying over 50 percent advertising should be charged double that rate—or 
10 cents per pound. 
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4. THIRD CLASS MAIL 
Page 8, lines 28 and 24 


In this bill there are two different kinds of third class mail of importance to 
us. 
The first concerns so-called permit mail or bulk mail whereby 200 or more 
pieces of circular or other matter are mailed at the same time. The rate now 
is, in addition to the permit fee, 14 cents per pound with a minimum per piece 
of 1% cents. It is proposed to raise the rate from 14 to 16 cents per pound 
with the minimum 2 cents per piece. We mail from 150,000 to 200,000 pieces 
of this mail as solicitations for subscriptions. At the present postal rate we 
break just about even. At the increased rate we will add from $750 to $1,000 
to our costs, which are nonrecoverable. 

The second concerns the so-called books and catalogs weighing not over 8 
ounces With at least 22 pages rate. The rate now is 2 cents for the first 2 
ounces and 1% cents for each additional 2 ounces. As each of our almanacs 
weighs 3 ounces the cost to mail one is 3% cents. The cost to mail 2 to the 
same address in the same envelope is 5 cents. The cost to mail 3 falls in a 
different classification and takes the pound rate of 13 cents to zone 1—20 
cents to zone 8 So that the cost of 3 almanacs in the same package to 1 
address in zones 1 and 2 amounts to 414 cents each—to zone 8, 624 cents each; 
the cost of 5 to the same address, zones 1 and 2, 3% cents each; to zone 8, 


64% cents each. The cost to mail 10 in the same package to 1 address in zone 
1 or 2 is 1.9 cents each; to zone 8, 4.4 cents each. 

Thus at present to the same address in zone 1 or 2, the Department charges 
the following variable rates depending on how many almanacs the package 
contains—even though it seems obvious the cost of handling each package re- 
mains about the same—to the Department. 


Package 


| Zones 1; 2 7 28 
weight Zones 1 and 2 Zone 


Ounces | Cents Cents 


For 1 almanac only 
For 2 (each 

For 3 (each 

For 5 (each) 

For 10 (each) 


The proposed increase in rates will make each of the above charges con- 
siderably higher but will in no way change this seemingly arbitrary rate struc- 
ture which has apparently no relation to handling costs. Quite obviously our 
only recourse is to ship in packages of 1 or 10—with the net result of increased 
costs to the Department as well as to ourselves. Our recommendation would be 
for the establishment of a uniform per-piece rate for this type of matter, no 
matter how many are in a package of 3 cents for zones 1 and 2—graduated to 
4 cents for zone 8. 

Reason: Most of these orders are for cripples, shut-ins, and others who do 
not get to newsstands. We fill these orders more as a public service than 
anything else. Some are gift orders, and so forth. At the retail price of 25 
cents the suggested rate is high enough. Anything higher adds to a non- 
recoverable overhead cost—in our case perhaps $1,500 at the present rates— 
$2,000 under the new proposed rates. 
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Conclusion: The proposed postal rates under bill H. R. 9228 will add to our 
costs for first-class mail, $2,000-$3,000; for second-class mail, $300-$600; for 
third-class mail, $750—-$1,000; for third-class mail, $1,000-$1,500; total, $4,050— 
$6,100. 


The increases will not only wipe out our average net profit but will also serve 
to diseourage business expansion. In no instance do these proposed rate in- 
creases recognize at any point savings to the Department from increased 
volume, or as in second-class mail the plain facts of American business. 


The Cuarrman. The next hearing on this postal rate bill, H. R. 
9228, will take place next Tuesday morning. We will wind up the 
hearings on that date, we hope. 

The Postmaster General and his staff will be here for any questions 
by the committee or any other observations they desire to make. 

Mr. Gurser. Mr. Chairman, at that time, on Tuesday morning 
would it be possible for me to have 5 minutes to present a statement 
from one of my constituents ? 

The CHarrMan. Very well, sir. 

Mr. Gusrser. Thank you. 

The CuairmMan. Before we adjourn this morning, I wish to appoint 
certain subcommittees on bills pending now before the committee. 

On H. R. 3455 and H. R. 3489, to amend the Federal Employees 
Group Life Insurance Act of 1954 to bring employees of Gallaudet 
College within its coverage: Mr. Lesinski is chairman, Mr. Robeson, 
and Mr. Holifield. 

Mr. Rees. Mrs. St. George and Mr. Gross for the minority. 

The Cuairman. S. 59, to amend the Civil Service Retirement Act of 
May 29, 1930, as amended, amending Public Law 310 of the 81st Con- 
gress, survivorship benefits: Mr. Tumulty, chairman, Mr. Lesinski, 
and Mrs. Pfost. 

Mr. Rees. The minority appoints Mr. Cretella and Mr. Broyhill. 

The CHarrMan. Senate bill 1542, to authorize an allowance for civil- 
ian officers and employees of the Government who are notaries public : 
Mr. hilgore, chairman, Mr. Alexander, and Mr. Fascell. 

Mr. Rees. The minority ¢ ppoints Mrs. Harden and Mr. Henderson. 

The Crarrman. Senate bill 3237, to provide for continuance of life 
insurance coverage under the Federal Employees’ Group Life Insur- 
ance Act of 1954, as amended, in the case of employees receiving bene- 
fits under the Federal Employees’ Compensation Act: Mr. Rhodes, 
chairman, Mr. Fascell, and Mr. Tumulty. 

Mr. Rees. The minority appoints Mr. Gubser and Mr. Cederberg. 

The Cuatrman,. Senate bill 3315, to amend section 5 of the Gvil 
Service Retirement Act of May 29, 1930, as amended: Mrs. Pfost, 
chairman, Mr. Rhodes, and Mr. Moss. 
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Mr. Rees. The minority appoints Mr. Corbett and Mr. Johansen. 

The Cuarrman. I might state that these four Senate bills have al- 
ready received the approval of the Senate. 

Mr. Harry J. Maginnis, executive manager of Associated Third 
Class Mail Users has asked permission to-insert a statement in the rec- 


ord with regard to H. R. 8801. His statement will be inserted at this 
point. 


STATEMENT OF Harry J. MAGINNIS, EXECUTIVE MANAGER OF ASSOCIATED THIRD- 
CLass Matt USERS 


Mr. Chairman and members of the committee, Representative Burr P. Har- 
rison appeared as a witness before this committee on April 18th at which time he 
urged that his bill H. R. 8801 be adopted as an amendment to H. R. 9228. This 
Harrison measure proposes that first-class postage rates be charged for third- 
class mail matter. 

At the time Mr. Harrison introduced H. R. 8801 in the House of Representa- 
tives he issued a press release in which he indicated that third-class matter was 
“Junk mail,” that it served no useful purpose, that people did not read it and, 
therefore, it should be eliminated. 

When he appeared before the committee on April 19 he introduced into the 
record copy of the results of a questionnaire he had sent to his constituents, 
one part of which referred to third-class mail. He stated that the returns 
showed that his constituents by a margin of 17 to 1 favored charging first-class 
postage for third-class matter. 

I will not attempt to repeat here my testimony of March 23d except to say 
to the committee that the creation by Congress of the third-class mail category 
has had a very healthy impact on the American economy. Persons may have 
different views regarding the rate of postage which should be charged for such 
matter but the record is clear that countless ‘Small business firms have found 
direct mail advertising a most useful selling tool, accounting for the sale of 
zoods and services in the United States well beyond $15 billion annually. 

If Congressman Harrison's assumption that nobody reads the mail were cor 
rect, businessmen would be fools indeed to continue dispatching it in such 
large amounts. 

I believe it would be helpful if the chairman of the committee were to in- 
clude immediately after these remarks any report on H. R. 8801 received by the 
committee from the Post Office Department. There can be no doubt that postal 
officials would be very reluctant indeed to eliminate this fill-in category of mail. 
Its very existence permits the profitable-employment of postal employees dur- 
ing slack periods. The greatest chaos would result if a large volume of un- 
sorted, untied, unsealed, unsacked third-class material suddenly were to be 
converted to first-class mail. 

It might also be profitable to comment on the suggestion made by Mr. Ceder- 
berg that certain third-class mailings are fraudulent. He referred to two 
organizations which a subcommittee has been investigating. It is the under- 
standing of this counsel that indictments have been returned in the cases to 
which Mr. Cederberg refers, proving that laws exist presently for the adequate 
policing of third-class matter. In this connection it should be noted that the 
worst offenders are the purveyors of pornegraphic material. This material 
has always been sent via first-class mail. - 

Third class mail is probably the best policed category of mail. Postal inspec- 
tors are always alert to intercepting fraudulent or otherwise unlawful material. 
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Congressional polls have a place in the legislative forum but I should like to 
suggest as one who worked on Capitol Hill for 10 years that Representatives and 
Senators are best advised not to be guided entirely by them. Representatives 
and Senators are elected by the people to do the best job that they can and to 
make decisions based on a complete study of information to which they have 
access. The only conclusion one can draw from the 17 to 1 vote which Congress- 
man Harrison’s poll experienced is that his constituents have little knowledge 
regarding the purposes and economics of third class mail matter. In this con- 
nection I should like to say that I am one of the few men in the world who can 
give a logical explanation why the pound rate on catalogs is 10 cents while the 
pound rate on all other third class material is 14 cents. Five years of intensive 
study of the problem were required to arrive at the explanation. 

This committee is faced with a complex problem. I know that it is seeking 
information which will enable it to arrive at an equitable and just decision. 
Many witnesses have appeared here stating that the enactment of H. R. 9228 will 
either force them to reduce the volume of their mail or hurt their businesses. 
The Government has sought to show that there will be no adverse effects if the 
legislation is enacted. It would have been extremely helpful if the Secretary of 
Commerce and the Secretary of the Treasury had made some studies which would 
prove to the committee that the witnesses against the legislation were making as- 
sertions which were not true. Unfortunately, such studies have not been made 
and the committee now has the very difficult decision of deciding in favor of 
those who assert that bad effects will ensue if H. R. 9228 is enacted or accept 
the generalizations of highly placed public servants who have not taken the time 
or trouble to develop data which would throw some light on the problem. 

I respectfully urge that the committee do not consider favorably the proposal 
advanced by Representative Harrison. 


The hearings on H. R. 9228, the postal rate bill, will now be recessed 
until next Tuesday at 10 o’clock. 

(Whereupon, at 11:40 a. m., the hearing recessed, to reconvene at 
10 a.m., Tuesday, April 24, 1956.) 
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TUESDAY, APRIL 24, 1956 


Hovsr or REPRESENTATIVES, 
CoMMITTEE ON Post OFFICE AND CiIviL SERVICE, 
Washington, ar ae 


The committee met, pursuant to recess, in room 213, Old House Office 
Building, for further consideration of H. R. 9228, the Honorable Tom 
Murray (chairman) presiding. 

The Cuairman. The committee will be in order. The hearings will 
be continued on H. R. 9228, the postal rate bill. 

Representative Gubser, a member of our committee, indicated at 
the last meeting that he desires to make a brief statement in behalf 
of a constituent of his. We will be glad to hear from our colleague, 
Mr. Gubser, at this time. 


STATEMENT OF HON. CHARLES S. GUBSER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Gupsrr. Mr. Chairman, and members of the committee, I thank 
you very much for allowing me to testify on behalf of a constituent 
group of mine, the Pacific Press Publishing Association of Mountain 
View, Calif., which is the official publishing organization of the Sev- 
enth-Day Adventists Church. 

Certain facts and figures and a summary of the st: "i ment of this 
organization have been forwarded to me by Mr. G. A. Perrine, the 
assistant treasurer of the Pacific Press Publishing Association. 

This publishing organization publishes all of the religious articles 
and publications for the Seventh-Day Adventists Church. It pub 
lishes the following: Signs of the Times, Our Little Friend, Sabbath 
School Lesson Quarterly (Senior), Sabbath School Lesson Quarterly 
(Primary), My Bible Story, Listen, Present Truth, Primary Lesson 
k:xercises, and another one called Alert. 

The total circulation for the year 1955 was 21,375,063 copies. 

Their two major publications are Signs of the Times, 16 pages, 
which had a circulation in 1955 of 13,226,000 and Our Little Friend, 
consisting of 8 pages for children, which in 1955 had a circulation of 
4,099,300. 

Because these publications are small and of light weight, we are 
penalized by the current rates and regulations, for we must pay one- 
eighth of a cent per copy, rather than the usual second class rate of 
114 cents per pound on religious publications. This means that with 
the Signs of the Times, which is 16 pages, and weighs in at 15 per 
pound, we pay an increase over the normal rate of 25 percent; and 
on Our Little Friend, the children’s paper, which is 8 pages and 
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weighs in at 31 per pound, we pay an increase over the normal rate 
of 158 percent. 

For 1955, the statement reads: 

Signs of the Times, weight mail actually paid, $15,183.67; cost on 
11% cents per pound basis, $12,146.93 ; extra amount paid, $3,036.74. 

On Our Little Friend, weight mail actually paid, $3,677.83 ; cost on 
114 cents per pound basis, $1,425.52; and extra amount paid was 
$2,252.31. 

While this is not so large an amount over all, yet with our small, 
struggling publications that showed an overall loss last year, any 
relief through the changing of the regulations to accept all religious 
periodicals at the straight 114 cents per pound, by weight, would 
be most welcome. And, needless to say, we shall hope that publica- 
tions of the character of ours will be continued on a rate no higher 
than the present 114 cents per pound. The proposed increase in 
weight rate basis and any tightening of the regulations would work 
a serious hardship and might even force us to discontinue publica- 
tions which are needed by our children and members. 

That is signed: “Pacific Press Publishing Association, Mountain 
View, Calif.” 

The Cuatrman. Are there any questions of our colleague? 

Thank you verv much, Mr. Gubser. 

Mr. Gusser. Thank you, Mr. Chairman and gentlemen of the com- 
mittee. 


STATEMENT OF MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL, POST OFFICE DEPARTMENT 


The CHarrmMan. We will next hear from Mr. Maurice H. Stans, 
Deputy Postmaster General. 

Mr. Srans. Mr. Chairman, ladies and gentlemen of the committee, 
over a month has elapsed since the Post Office Department presented 
its original testimony on H. R. 9228. It has been understood that 
its witnesses would return in due course to answer any questions that 
the committee might care to ask. 

In the meantime we have studied the testimony very thoroughly 
and carefully, especially that which has expressed doubt as to the 
necessity of our proposed postage increases. 

That there should be some divergences of opinion is only natural. 
I am certain that the businessmen who have testified against this bill 
are of unquestionable integrity and have discussed the issu>s as-they 
see them. 

It is not surprising, either, in view of the complexity of postal 
operations, that certain errors of fact, omissions of pertinent data, 
unanswered questions and misinterpretations of our figures and ac- 
countings have entered the record. This is regrettable, because it 
is much more difficult for you to evaluate and decide the issues if 
the facts are not entirely definite and clear. 

My purpose in this closing statement is to deal with points of 
arithmetic on postal finances. I would like to correct and complete 
the record so that the members of this committee may have an accurate 
presentation of the vital facts which form the background of our 
proposals. By doing so, it should be possible to answer in advance 
most of the questions which may be in your minds. 
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There are 10 points that I would like to cover briefly. 

The first one deals with cost ascertainment. 

First of all, I am delighted to observe that during these hearings 
the specific figures or procedures applied in our cost ascertainment 
system have not been questioned. All parties have by implication 
accepted them and the controversies have thereby advanced to a new 
plateau. The problem now is how the cost ascertainment reports 
should be applied in the ratemaking process. This is significant prog- 
ress and tends to narrow the issues greatly. 

In order to assist the committee in using the cost ascertainment data, 
we this year for the first time suggested specific steps for the realloca- 
tion of costs in order to determine proper revenue needs from each class 
of mail service. We showed how our fully allocated costs could be used 
as a starting point for the addition or deduction of factors measuring 
the intangible elements of ratemaking. This adopts the principle of 
differential pricing which is widely used in ratem: aking by regulated 
utilities and private business and has general acceptance by regulatory 
agencies and the courts. 

Here too the hearings disclose gratifying results. The principle of 
differential pricing was not challenged in the hearings; on the con- 
trary it was almost. universally approved. And, even more important, 
not a single witness suggested specific alternative computations to 
those which we presented. 

The data I am speaking about were contained in the table presented 
with my earlier testimony. I want now to refer to it again as chart I. 

You ‘will also find it before you in the book of charts which may 
be easier to follow for some of you than the large charts here. 


Mr. Davis. May I interrupt you there to ask a question, Mr. Stans / 

Mr. Stans. Yes, sir. 

Mr. Davis. What do you mean by differential pricing? 

Mr. Srans. We mean by that a system of pricing which charges 
against each service a variable proportion of its full cost, depending 
upon the value of that service, the preferences or priorities it receives, 
the ability to p ays and other factors which are customarily taken into 


account by regulatory agencies and business in fixing prices. 

Mr. Davis. Thank you. 

Mr. Srans. On the basis of studies by a special Post Office Commit- 
tee in 1954, this chart computes the revenue needs of the various classes 
of mail under the propositions that (1) second-class mail should cur- 
rently pay 50 percent of its fully allocated costs, (2) third-class mail 
should now pay 75 percent of its fully allocated costs, and (3) the 
premium services of first-class mail and airmail should pay an added 
part of costs to the extent necessary to compensate for these differen- 
tials and for the loss on special services. 

You are familiar with this chart from my earlier testimony 
will not go over it in detail. 

I would like next to refer to chart II. In chart IT is shown a com- 
parison of the revenue needs determined in chart I with the added 
revenues which will be realized if this bill is enacted. You will note, 
I am sure, the general conformity of the two columns of figures, 
cept those of course on second-class mail. 

‘rom this chart No. I1, you will see that the losses, adjusted for in- 
tangibles, on first-class mail arount to $239 million and the rate bill 
asks for $296 million in revenue. 

75403—56——51 
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On airmail, our recomputed loss is $24 million and we are asking for 
$16 million in revenue. On second class, it is $92 million and we are 
asking for $17 million revenue, and on third class, the losses adjusted 
for intangibles amount to $82 million and our bill asks for $77 million. 

So you will note the general conformity of the two columns of 
figures, except those, of course, on second-class mail. 

The Cuarrman. Will you explain in detail how you arrive at those 
losses on intangible costs? 

Mr. Stans. I shall be very happy to, Mr. Chairman. 

Mr. Gurser. Right along this line, would it be out of order for me 
to ask for more or less of a complete development of that chart No. I? 

Mr. Stans. I shall be very happy to do that. I will proceed with 
reference to the chart. 

The first column of the chart shows the 1955 actual cost of carrying 
each class of mail on the basis of our cost-ascertainment report. You 
will note that the cost on second-class mail was $298 million, without 
the increase in costs, by reason of that pay bill of last year, which was 
only partially effective in 1955. So in the second column, we have al- 
located the additional pay bill cost to the classes of mail involved, and 
that adds $16 million to the cost of second-class mail. Adding that it 
makes a total current cost of handling second-class mail of $314 mil- 
lion. 

For the purpose of our illustration here, we have proposed that sec- 
ond-class mail should pay 50 percent of its cost. 

That means that we have an actual revenue requirement of $157 
million for second-class mail. Actually, our revenues in 1955 were 
only $65 million which means that our present revenues are $91 million 
short of covering our revenue need on second-class mail under this 
formula. 

The same thing occurs in the case of third-class mail, where the 
revenue in 1955 was $269 million. If we take the costs of $469 million 
and reduce them by 25 percent, we get $352 million as the current reve- 
nue requirement, so, on third-class mail, there is a deficiency in reve- 
nues of about $83 million. 

Now, those differentials that are used to reduce the charges against 
second-class and third-class mail in this allocation are added to first- 
class mail and domestic airmail. The result is that first-class mail, 
which showed an actual cost of $905 million on the basis of the cost- 
ascertainment report, with $56 million pay bill cost added, and $299 
million added for these intangible factors, shows a current revenue 
requirement of $1,260 million, against which our 1955 revenues were 
only $968 million, or a deficiency of $293 million. 

The Cuairman. How do you arrive at those factors of cost which 
are based on intangible factors for each class of mail? You have 
$299 million at one point for first-class mail and so on down the list 
for second and third class. Just explain how you arrive at those 
figures. 

Mr, Stans. Early in 1954, after our hearing before this committee 
in 1953, we felt that it was necessary for us to present a more precise 
method to this committee for evaluating the factors that we had 
contended in 1953 should be taken into account. So the Deputy Post- 
master General, at that time, appointed a special committee consist- 
ing of top career people in each of the bureaus of the Post Office 
Department to study and evaluate, in their judgment, the question of 





POSTAL RATE REVISION 797 


the actual priority that first-class mail gets, and the actual priority 
that sbeaneli gets, the deferred service that second-class mail sometimes 
gets, and the difference in treatment that third-class mail gets. After 
studying that entire problem, they were then to come up with findings 
that took into account all of those factors, plus the difference in 
intrinsic value of the mail and the ability to pay, as rate commissions 
applied them, and to express their judgment as to a formula which 
would be most reasonable and fair for the different classes of mail. 

That committee, in its report, said they believed that second-class 
mail ought to be paying 50 percent of its cost at this time and that 
third-class mail, taking into account all of those factors which are 
involved, ought to be paying 75 percent of its cost at this time, and the 
differences represented by the differentials on those classes should be 
added to first-class mail and airmail pro rata because of the premium 
value and the prompt service that those classes of mail get. 

This is applying a cost reallocation to recognize the differentials 
in service and values overall for ratemaking purposes. If you will 
pardon the repetition, it is the same principle as we mentioned several 
times here in the pricing of the different cuts of beef in a store. 

The CHarrman, Are there any further questions on that point of 
intangibles? 

Mr. Srans. In passing, I would like to say that two minor ques- 
tions about cost ascertainment, made by witnesses, can be answered 
quickly. One was whether or not Christmas mailings are considered 
in the Department’s cost-ascertainment records. Without going into 
details, I should like to assure the committee that Christmas mailings 
are fully reflected in cost ascertainment. 

The second item is a complaint by a few users of second-class mail 
and bulk third-class mail that they perform many services for which 
no credit is received in the cost analysis. This is not the case. The 
only costs that appear in cost ascertainment are those for the work 
actually performed by the Post Office Department. If the mailers 
were to stop preparing their mail for delivery at the post office, postal 
costs would naturally increase and these increases would be reflected 
at once in our cost records. In other words, services performed by 
mailers actually do lower the deficits in second- and third-class mail. 

The second principal point I want to cover is the amount of our 
postal postwar deficits. 

The Deparianint. in its earlier testimony, said that it had an aggre- 
gate postwar deficit figure of $4.6 billion in 10 years. This was chal- 
lenged by some of the witnesses as an exaggeration because it included 
certain public service costs, such as airline subsidies, franked and 
penalty mail, free mail for the blind, and so on. 

It is entirely true that the $4.6 billion deficit includes certain public 
service costs, or identified subsidies. It is equally true that it does not 
include certain costs not now paid by the Department which are, never- 
theless, bona fide costs of operating the postal service. An analysis 
of the Department’s postwar deficits appears on chart III. It gives 
the kind of computation which the first Hoover Commission recom- 
mended in 1948. 

The first figure on the chart is the sum of the reported postal deficits 
from 1946 to 1955, inclusive. This is the $4.6 billion loss shown by 
our accounts. The public service costs of over $1 billion which are 
next deducted include the reductions of revenues from preferential 
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rates to certain mailers, the costs of services performed for other 
Government agencies for which no reimbursement is received, and 
transportation subsidies. The total is $1,035,000,000. 

With these costs removed, there remains a deficit of about $3.6 bil- 
lion resulting from services performed for postal patrons under regu- 
lar rates of postage. 

Mr. Lestnskr. You talk about transportation subsidies, Mr. Stans. 
Those are paid to whom? 

Mr. Srans. They are paid primarily to the airlines. 

Mr. Lesinsxi. The airlines receive subsidies directly from CAB, 
and the Post Office Department is paying subsidies to the airlines for 
the additional cost of handling airmail on short routes due to the small 
amount of mail handled, or for the long haul or’short haul where the 
airlines cannot make any money on that handling of the mail. 

Mr. Stans. The subsidies I refer to are specific : subsidies which we 
have identified, with the help of CAB, as part of the airmail rate pay. 
We paid those up until several years ago, when we were relieved of 
them and they were transferred to C AB. 

Mr. Lestnsxr. I am trying to clarify what. those subsidies are for. 
As I understand it, if an airline handles mail for you, and the payload 
is very small, I understand that the Post Office pays the difference 
between that rate and the amount necessary to compensate the airline 
for carrying that mail. 

Mr. Srans. Yes: up until several years ago each airline received 
from the Post Office Department a flat rate for « carrying the mail, 
which was enough to maintain the airline in operation on a profit. basis. 

That single rate was for carrying the mail, but there was no segrega- 
tion of it officially as between the price for the carriage of the mail 
and the amount which represented a subsidy. 

CAB, at our request, helped us to break those figures down for all 
these years and determined that a certain amount was for carrying the 
mail and the balance was a subsidy to keep the airline in oper ation. 

Mr. Lestysxt. In other words, there were 2 subsidies, 1 direct. from 
the CAB and 1 from the Post Office Department. Now, CAB is con- 
tinuing to subsidize the airlines, and Congress has transferred the 
postal subsidy to the CAB? 

Mr. Srans. That is right. 

Mr. Gross. These are in addition, Mr. Stans, to the rather heavy 
subsidies that go out from the Department of Commerce to the air- 
lines; is that correct? 

Mr. Srans. I am not aware of any of those other than through 
CAB. 

Mr. Gross. Through CAB? 

Mr. Srans. Yes. 

Mr. Gross. Mr. Stans, if I may, I would like to ask at this point 
what other services are performed for other departments of Govern- 
ment or elsewhere very briefly? I do not want to go into that in 
detail at this time. 

Mr. Srans. We conduct examinations for the Civil Service Com- 
mission; we furnish space and utility services to Internal Revenue, 
and other offices of the Government in post-office buildin 

Basically, the largest item is the carriage of penalty and franked 
mail. Of course we have been relieved of most of that in the past 
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few years, but it does appear in approximately 7 of the 10 years 
which are covered by this chart. 

Mr. Gross. But you will continue, and justly so, a large number 
of these services which are not directly connected with the transpor- 
tation of the mail? 

Mr. Srans. We will continue a number of those services but we 
have bills pending in the Congress to be reimbursed by the other 
departments for every one of those services. 

Mr. Gross. For every one of them? 

Mr. Srans. Yes, sir; for every one of them of any significant 
amount. 

Mr. Lesrnsxi. Will you yield, Mr. Gross? 

Mr. Gross. Yes, Mr. Lesinski. 

Mr. Lestnskt. For the handling of first-class mail, three-cent mail, 
does the CAB cover any part of that expense ¢ 

Mr. Srans. For the handling of regular three-cent mail, you mean ? 

Mr. Lestnskt. Yes. 

Mr. Srans. There is no subsidy on any of that. 

Mr. Lestnsxi. That is handled directly by the Post Office 
Department ¢ 

Mr. Srans. Yes, sir; that is handled by the Post Office Department 
and we pay a special rate on that during this experimental period. 

Mr. Lestnsx1. The amount that CAB 1s paying to the airlines is 
going up every year. That seemed rather peculiar to me and I want 
to know why. 

The Cuarrman. I thought it was going down. 

Mr. Lesinskt. No, sir. The amount of the direct subsidies to the 
airlines is going down, but the subsidy for handling airmail is going 
up. Ihave the report on that right here. 

The Cuairman. Anyway, if there are any subsidies, they are not 
now being charged to the Post Office Department. They were up 
to a year ago ch: ged to the Post Office. Your subsidies are for a 
period of 10 years; that is what the subsidies amount to? 

Mr. Srans. That is correct. I will develop the point in a moment 
of just what the other subsidies are at the present time. 

With these costs which have been removed, there remains a deficit 
of about $3.6 billion resulting from services performed for postal 
patrons under regular rates of postage. 

Now if there is added to this subsidy-free. deficit the additional 
expenses of operating the Post Office Department which during this 
period were paid by other Goverment departments—which in the 
aggregate amounted to $1.419.000.000—we find that the total postwar 
post: ul deficit amounts to $5,193,000,000. This the true cost of deliver- 
ing the mails, after taking out all identifiable subsidies. 

Now, the third point is this question of public service costs or 
subsidies at the present time. 

There has been considerable misunderstanding by witnesses about 
the amount of so-called public services costs which are currently in- 
cluded in Post Office expenditures. I am hopeful that chart IV, 
containing a breakdown of present public service costs, will dispel 
any confusion which may still exist. 

First-class mail contains three subsidized items as indicated. They 
are the Pan American Union; the Pan American Sanitary Bureau, 
and franked mail other than Congress. 
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The revenues which would have been realized from these services in 
fiscal year 1955, had they paid the regular letter-mail rate, would have 
amounted to only $211,000. 

Second-class mail contains three identified subsidy elements. 

_At the regular rates of postage, these would have produced addi- 
tional revenues as follows: 
Exempt publications 


Classroom publications 
Free-in-county 


For a total of 


In third-class mail, exempt publications paying special preferential 
rates brought $5,588,000 less than would have been realized had these 
publications paid the regular rates of postage. 

Fourth-class mail is required by law to operate on a self-support- 
ing basis. When preferential fourth-class rates which fail to meet 
the cost of service are specifically enacted by the Congress, the deficit 
is recognized by us as a public service or subsidy. Rates of this nature 
are now in effect on books and 16 millimeter films. The deficit in these 
services amounted to $14,241,000 in fiscal 1955. 

Mr. Lestnskr. According to Mr. Robertson’s figure, the amount of 
that is $59 million plus. 

Mr. Srans. Mr. Lesinski, that is the cost figure, and I will later 
develop the point on that. 

Mr. Lestnsx1. He says that the cost of that is $59 million, or figuring 
on the total expenses, and deducting the other amount that goes over 
that portion. 

Mr. Srans. I am not referring to cost, as he was. The point I am 
making is that difference between regular and special rates of postage 
in second-class mail is only $2,839,000. 

Mr. Lestnsk1. The exempt publications are those of nonprofit or- 
ganizations, educational and religious publications, and so forth? 

Mr. Srans. Yes. 

Mr. Gross. Are you sure that the public-service costs included 
the official distribution of mail? 

Mr. Srans. I will cover that in finishing the explanation of the 
chart, if I may. 

Mr. Gross. Yes. 

Mr. Srans. There are certain additional public-service costs which 
are not directly related to a specific class of mail. 

Line 5 of the chart indicates the loss of revenue on mail services 
ar for Government agencies. These services are not covered 

y the reimbursement provisions of Public Law 286, 83d Congress. 
If these services had been included under Public Law 286, they would 
have produced additional revenues of $2,881,000. 

Now, nonpostal services performed by the Post Office Department 
for other Government agencies, such as the sale of certain documentary 
stamps for the Treasury Department, cost the Department a net of 
$2,095,000 in 1955. 

Mail for the blind, line 7, which includes all classes of mail, would 
have brought in additional revenue of approximately $913,000 at 
the regular rates of postage. 

Then, line 8 requires some explanation. Foreign air carriers haul- 
ing United States mail overseas are paid at the rate prescribed by 
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the Universal Postal Union which is in excess of the rate paid our 
domestic carriers for similar services. The use of foreign carriers 
in certain instances is clearly in the interest of the United States since 
foreign countries, in turn, make extensive use of American carriers 
at the higher Universal ‘Postal Union rate. The revenues which 
accrue to American carriers from the UPU rates are naturally re- 
aoe: in reduced subsidy payments made by the Civil Aeronautics 
Boar 

a at rate paid by the Post Office Department for use of for- 

ign ee while desirable in the national interest, is not a cost 

ch should be paid by postal patrons. It is purely a public- -service 
oa for which the Post Office Department is now seeking reimburse- 
ment from the general funds of the Treasury. It ‘amounts to 
$1,163,000. 

So, the total of all identifiable public service costs at the present 
time, which we believe should not te met by postal rates, but should 
be reimbursed to the Department from General Treasury funds, 
amounted in fiscal 1955 to approximately $30 million. 

Some opponents of this measure have stated that they, as postal 
patrons, are being asked to pay the cost of the public services per- 
formed by the Post Office Department and to make good the losses 
of revenue resulting from the granting of preferential rates. This 
is easily disproved. - 

If the Department were fully reimbursed for these public service 
costs and revenue losses, the additional revenues of $30 million obvi- 
ously would not solve a present deficit of $470 million, nor would it 
ear significantly the figures as to revenue needs for any class of 
mai 

Now, item 4 that I want to cover is the subject of postal costs paid 
by other departments. 

Mr. Gross. I would like to ask you one question before you proceed 
to the next item. Going back to No. 6, I notice in this issue of the 
Postal Service News for May of 1956, a list of 18 postal services per- 
formed through the Post Office Department. Now, are 1!1 of these 18 
services, including the certifying of veterans’ children in January and 
July for continued veterans’ benefits, are all of those included in the 
cost figures that you have cited ? 

Mr. Stans. Yes, sir; all of them which have a measurable cost are 
included. Those amounting to less than a few thousand dollars are 
not included. 

Mr. Gross. What do you mean by that? 

Mr. Stans. Such things as the occasional counting of bird life in 
some locality, the delivering of flags to funerals of veterans, and the— 
such items as you mentioned, and so forth, where the costs are 
negligible are not included. 

Mr. Gross. Could I have a little better definition of what you mean 
by a few thousand dollars? 

We might disagree on the negligibility of a few thousand dollars. 

Mr. Stans. Any specific item which amounts to less than, say, 
$25,000. 

Mr. Gross. Less than $25,000 

Mr. Stans. Yes, sir. 

Mr. Gross. Thank you, sir. 
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Mr. Lestnskr. You referred to the counting of birdlife and wild- 
_ by the Post Office Department. I do not follow you on that, Mr. 

tans. 

Mr. Srans. Occasionally, one of the other departments will ask us 
to observe the number of a certain type of wildlife for them in an area 
and to report back to them, and the carrier does that on his regular 
route. 

Mr. Lestnskt. It does not cost the Department anything? 

Mr. Stans. No, sir; it does not cost the Department anything. 

Mr. Lestnskt. Thank you. 

Mr. Davis. How often do you have a request of that nature? That 
- something new to me. I did not know you ever had requests like 
that. 

Mr. Stans. I am not sure I know, Mr. Davis, how often we receive 
those requests. It is quite infrequent, but it does happen perhaps once 
a year. 

“Mr. Davis. Well, what would be an illustration of it? 

Mr. Srans. One illustration that I seem to recall is pheasants, the 
pheasant population. 

Mr. Davis. Of whom would it be asked; what employee would be 
asked to do that, and when and where ? 

Mr. Srans. It would come usually from the Department of the In- 
terior, I believe. ‘They would ask the Post Office Department Bureau 
of Operations to have the carriers in a certain area observe the wild- 
life population in that area. 

Mr. Davis. Would that be an RFD carrier? He would not see any 
of them around town. 

Mr. Srans. Yes; strictly RFD carriers. 

Mr. Gross. I have one more question, Mr. Chairman. 

The Cuatrman. All right. 

Mr. Gross. Mr. Stans, when you correct mailing lists for businesses 
or individuals, it runs into quite a lot of money, does it not ? 

Mr. Stans. We get paid for correcting mailing lists. 

Mr. Gross. You get paid for that ? 

Mr. Srans. Yes, sir; we get paid for providing addresses and so 
forth. 

Mr. Lestnsxt. Are the amounts received sufficient to pay for the 
work involved ¢ 

I seriously doubt that they pay for the work involved. 

Mr. Srans. I am not quite sure about that. We are making studies 
of some of those charges. We raised some of those relatively small 
charges in recent years and perhaps they should be raised again, but 
there is no great amount of money involved. It would be a small 
fraction of a million dollars. 

Mr. Dowpy. Mr. Chairman, may I ask a question ? 

The Cuatrman. Mr. Dowdy. 

Mr. Dowpy. How many of those $25,000 items that you mentioned 
would there be? In other words, sums that are so small that you do 
not take them into consideration ? 

Mr. Stans. If they were all added together, the total would be con- 
siderably less, in my judgment, than a half a million dollars. 

Mr. Downy. Thank you. 

Mr. Srans. Now, I would like to go to the costs of postal service 
which. are now paid by other Government departments. 
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These costs for 1955 and 1956 are detailed on chart V which is now 
before you. 

In the fiscal year 1955, these costs amounted to more than $231 
million. In the present fiscal year they will amount to more than 
$256 million. These are very real costs and are just as much a cost 
of providing postal service as are wages paid to carriers or charges 
paid to the railroads for transportation of the mails. 

When these costs are distributed among the various classes of mail 
and special services, it is established that no class of mail pays its 
way at present rates of postage and that includes first-class mail. 

The principal item is retirement pay accrual and the retirement 
benefits of postal employees, amounting to $170 million in fiscal year 
1955. 

Other items are workmen’s compensation, depreciation on postal 
buildings, which is, of course, an item which is estimated, custodial 
and maintenance costs of post office buildings by GSA, unemploy- 
ment compensation, and miscellaneous other items amounting to about 
$2 million. 

In the fiscal year 1955, the total was $231,400,000. In the fiscal 
year 1956, it will be $256 million. 

Mr. Lestnsxr. You mentioned there taking care of postal buildings. 
There is no depreciation because they belong to the Federal Govern- 
ment. 

Mr. Srans. It is an expense of the Federal Government to build 
the buildings and they are paid for out of the general Treasury funds. 

Mr. Lestnsxt. That is right. 

Mr. Srans. This is an effort to show the cost to the United States 
Government of providing these services, which do not appear as part 
of the Post Office Department budget. 

Mr. Lestnsxt. They have the custodial maintenance cost of the Post 
Office Department buildings. Does the opposite not hold true where 
in large cities you have the Federal building, where the post office is in 
that building and gains by that? 

Mr. Srans. You are entirely correct. That is included in the figures 
onchart III. It is about $8 million or $9 million. 

Mr. Lestnsxi. That would wipe it out. 

Mr. Stans. Those two $9 million items are approximately offset. 

Mr. Lestnsxt. Thank you. 

Mr. Srans. These costs are very real costs and are just as much a 
part of providing postal services as the wages paid to carriers or 
charges paid to the railroads for transportation of mail. When these 
costs are distributed among the various classes of mail and special 
service it is established that no class of mail pays its way at present 
rates of postage, and that includes first-class mail. 

I would like next to talk about first-class mail. The few witnesses 
who have opposed an increase in first-class-mail rates have done so 
in the belief that this class of mail is now paying its way. This is a 
persistent fallacy. 

I would like to call your attention to chart VI. In fiscal 1955 the 
Post Office Department paid $905 million to provide first-class-mail 
service. However, this is not the full cost since pro rata additional 
expenditures of $79 million were made by other Government depart- 
ments that are fairly chargeable against first-class mail. Moreover, 
had the recent wage increases been fully effective in 1955, as they are 
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now, those costs would have been increased by an additional $56 mil- 
lion, applying to first-class mail alone. 

Also, there is an additional major item which should rightly be 
considered in determining the true cost of carrying this mail. I am 
referring now, again, to the cost reallocation required to recognize 
the preferred service and value of first-class letters. As I explained 
earlier on chart I, no witness here has disagreed with the propriety 
of such a reallocation. The recognized charge for 1955 of preferential 
service and value of first-class mail under the formula we have adopted 
in table I is $299 million. 

When all of these costs are totaled they amount to $1,339 million, as 
compared with revenues from this class of mail of $968 million, leav- 
ing a deficit in first-class mail of $371 million. In other words, had 
all costs and charges been included on this basis in the last fiscal year, 
the loss in first-class mail would have amounted to 1.3 cents on each 

iece. 
. First-class mail definitely does not pay its way. Even after the 
proposed increase of 1 cent per ounce there will still be a loss, in terms 
of a proper recognition of total costs to the Government for its de- 
livery. 

Now, second-class mail is my next point. Some confusion has been 
created by representatives of the magazine industry who cite net 
profits of their publication, or of the industry as a whole, as proof 
that they cannot meet a modest increase in rates of postage. Such 
comparisons are completely irrelevant and misleading (quite apart 
from the unfairness of comparing profits after taxes with postage 
increases, which are deductible before taxes). It is undoubtedly true 
that in some instances expenditures by individual publishers for post- 
age do, in fact, exceed their net profits but this is equally true of wages, 
paper, depreciation, and perhaps other expenditures. If American 
business had attempted to meet its postwar increases in costs out of net 
profits there would probably not be a single solvent company in the 
United States today. 

Some representatives of the publishing industry have cited a report 
of the Senate Advisory Council issued on March 24, 1954, which main. 
tains that the Post Office was primarily established to handle first- 
class mail. Under this philosophy second-class mail would be charged 
only the incremental costs—that is only the added costs necessarily 
and specially incurred by the Department in handling newspapers and 
magazines. 

We do not concur in these views. But to assist this committee in 
evaluating them we have prepared a chart (chart VII) showing the 
incremental costs of second-class mail in the last fiscal year, as we com- 

ute it. 
. The costs directly incurred—by that I mean the costs incurred that 
we would not have incurred if we had no second-class mail—in provid- 
ing second-class service amounted to $148.7 million. This figure in- 
cludes the recently enacted pay and fringe benefit legislation, but it 
does not include costs paid by other Government agencies. As against 
this expenditure the Department received revenues of $65.7 million, 
leaving an out-of-pocket loss of $83 million. Ifthe costs paid by other 
Government agencies are added, the out-of-pocket loss on second-class 
mail is almost $94 million. Since H. R. 9228 provides for additional 
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revenues of less than $17 million from second-class mail, it is evident 
that even after the proposed increases are effected, second-class reve- 
nues will remain well below the added cost required to handle it. 

Mr. Lesrnsx1. Mr. Chairman ? 

The Cuatrman. Mr. Lesinski. 

Mr. Lestnsx1. Mr. Stans, at that point, the testimony we have had 
here before the committee, given by many of the publishers, indicated 
they would welcome a postal rate increase; that is, on second-class 
mail. They had specified that their advertising could be upped if the 
rates went up. 

We have also had testimony here to the effect that the annual in- 
crease of various increments of industry is roughly 5 percent, from 
4to7 percent. In other words, their costs and paper and so forth. 

You mention this bill provides an additional $17 million. You 
actually need over $200 million, or something like that. You figure 
only for half of the cost. 

In view of what I said previously, would it be in line for the Depart- 
ment to provide not a 10 percent increase annually but a 5 percent in- 
crease annually for, let us say, 15 or 20 years, on the advertising 
section of the publications? 

Mr. Srans. I am afraid, speaking personally, that that would be 
inadequate, for two reasons. 

First, there may well be other cost increases in the next 15 or 20 
years. A rate schedule extending that long in the future might pre- 
clude additional increases. 

Secondly, I would like to make this point: The reference to in- 
creased cost in industry of 5 percent a year may be quite correct 
but it overlooks the fact that the Post Office Department has had cost 
increases for the last 23 years or more at that rate on the average, and 
only about 30 percent of that has been recovered from the publishers 
in increases in the last few years. 

Mr. Lestnsx1. Is it not true that the Government moves slowly, and 
when these increases are put across it is usually too late, whereas in 
industry that occurs every year? 

Mr. Srans. That is entirely true. 

Mr. Lestnsxr. Following that theory, then, if industry knows in 
advance what it is going to pay, it can figure accordingly. 

Mr. Stans. I think industry does not expect to know in advance for 
15 or 20 years what it is going to pay. 

Mr. Lestnsk1. Let us say 10 years, or 5 years. 

Mr. Srans. I am sure many companies in the United States would 
be very happy to know what their wage bill is going to be next year. 

Mr. Lestnsxt1. The point I am driving at is that a 5 percent increase 
would be fair, where 10 percent could hurt some publishers. 

Mr. Srans. I think a 5 percent increase for the next 20 years would 
be fair if you added to it the additional costs that the Department may 
have to incur during those 20 years. 

Mr. Lestnsxi. Actually we are running about 20 years too late. We 
have to catch up. If we catch up too fast it will be no good. We 
have to do it gradually, because if we do not we will hurt somebody 
down the line, and I do not want to see that done. 

Mr. Srans. You are entirely right. What you are proposing, as 
former Postmaster General Donaldson proposed, would catch up, but 
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it would not take into account the increases we expect in the next 15 
or 20 years in the future. If that were written into the formula I 
think it would be all right. 

Mr. Davis. Mr. Chairman. 

The CHarrman. Mr. Davis. 

Mr. Davis. I do not exactly understand your figures here on incre- 
mental costs on the second-class mail. That figure is $148,694,000. 

On chart No. I, I do not see that figure listed under the second-class 
mail anywhere. 

Mr. Stans. You are correct. 

Mr. Davis. You have actual cost by a cost ascertainment system, 
$298.7 million, and then you allow for intangible factors, $157. 4 mil- 
lion, leaving your current revenue requirement of $157.3 million. 
Just where does the difference come in and why is there this figure of 
$148.7 million, when you have your current revenue requirement, 
after the allowance for intangible factors written off, of $157.3 
million ? 

Mr. Srans. Mr. Davis, the reason for that is that they are two en- 
tirely differ ent methods of approaching the cost. The figures in table 
I are based on taking our full cost of handling second- class mail and 
dividing it by 2, or reduci ing them by 50 percent. Some of the pub- 
lishers have said that is not the right way to figure costs, and that 
they think we ought to figure costs on the basis that the post office is 
set up to carry first-class mail and therefore the postmasters’ salaries 
and the costs of the buildings and so forth should be charged wholly 
against first-class mail, and the second-class mail should pay only the 
costs added because of the fact that there is second-class mail. 

Mr. Davis. Is that the $148 million ? 

Mr. Srans. That is what the $148 million represents, the added 
costs. Putting it in reverse, it is the money we would save from our 
costs if we had no second-class mail. 

Mr. Downy. Mr. Chairman. 

The Cuarrman. Mr. Dowdy. 

Mr. Downy. From what Judge Davis was asking it is apparent 
to me that these figures are just ‘about the same. When you add the 
out-of-pocket costs. paid by other governmental departments you get 
a figure of $159.5 million, which is rather close to the $157.3 ‘million 
as shown in the first one. 

Mr. Srans. Correctly so. 

Mr. Dowpy. Here is what I want to ask, and maybe you have some 
explanation for it. If we carry forward your arguinent in reference 
to the immediately preceding chart concerning first-class mail and ap- 
ply the same reasoning to the second-class mail then we should re 
trying to raise rates for second-class mail $94 million instead of $ 
million. 

Mr. Stans. That would be correct if the committee felt that the in- 
dustry could stand it. The Department does not believe so. 

Mr. Downy. I was just talking about using the same reasoning for 
each class of mail that you have advanced. You reason from one 
angle for one and then from another angle for the other. 

Mr. Srans. I tried to make it clear on chart II that the second- 
class mail under this bill would pay only $17 million sapinat approxi- 
mately $90 million of real revenue need. If second-class mat | is to 
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pay half of its cost or if it is to pay its incremental costs, either way, 
it comes vut to about the same answer. 

Mr. Dowpy. It is within $1 million or $1.5 million of the same 
answer, either way you take it. 

Mr. Srans. Correct. 

Now, finally, on the second-class mail, since several witnesses have 
referred to the point, I should like to present to the committee a break- 
down of revenues and expenditures in which publishers’ mail and 
“exempt” mail are computed separately. By “exempt” mail | mean 
th charitable, scientific, religious, and other publications, which pay 
lower rates. 

This appears on chart VIII. 

In 1955 second-class mail produced total revenues of $65.7 million 
against allocated costs of $314.7 million leaving an excess of costs of 
$249 million. Of the total revenues of $59 million received from pub- 
lishers’ mail, $54.1 million was derived from regular rate second-class 
matter and $4.9 million from preferential rate matter. Of the costs 
of publishers’ mail, which amounted to $310.8 million of the total, 
$242.6 million resulted from service to regular rate publications and 
$68.2 million from service to preferential rate publications. Of the 
total excess of costs over revenues of $251.8 million for publishers’ 
second-class mail, $188.5 million was due to service to publishers’ reg- 
ular rate mail and $63.3 million was due to service provided for 
preferential rate matter. 

Mr. Davis. Question, Mr. Chairman. 

The CHarrman. Mr. Davis. 

Mr. Davis. Mr. Stans, I see here on this chart that the deficit on 
daily newspapers is approximately $65 million. I should like to ask 
you two things about that. 

These daily newspapers are all making a profit; are they not? 

Mr. Srans. I am not sure, but I assume most of them are. 

Mr. Davis. Generally speaking. 

Mr. Srans. Generally speaking; yes. 

Mr. Davis. They get quick handling, too; do they not? 

Mr. Srans. Yes; they do. 

Mr. Davis. Why is something not done about getting a more equi- 
table payment of postage insofar as daily newspapers are concerned, 
since they do make a profit and do get quick handling ¢ 

Mr. Srans. I think one of the questions is the amount that the in- 
dustry can absorb at any one time or over a period of years. 

Mr. Davis. If they are making a profit, that should figure into the 
question very substantially, as to whether or not any deficit ought to 
be incurred. 

Mr. Srans. Traditionally these publications have had extremely 
low rates of postage, going back to 1879, when the class was set up. 
We have recognized that tradition by asking for the same petcentage 
of increase on second-class mail as on first-class and on third-class. 

Mr. Davis. When you go to writing off these intangible factors, it 
seems to me that one of the | things which should have primary attention 
would be the question as to w hether or not they are making a profit on 
these second-class users. 

Mr. Srans. That was taken into account on figuring the 50 percent 
contribution. 
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Mr. Davis. How do you justify, then, a deficit of $65 million on a 
class of mail which is making a profit and which gets preferential 
handling ? 

Mr. Srans. Only, Mr. Davis, in the same sense it has always been 
justified ; that this class of mail is part of the educational system of the 
country and traditionally receives a subsidy or a favor in the form of 
these low rates. 

Mr. Davis. That is all, Mr. Chairman. 

Mr. Srans. Now, there are 1 or 2 other figures on that chart which 
are important. For example, it is important to note that if all pub- 
lications paid regular rates of postage, the Department’s costs would 
have remained exactly the same while revenues would have increased 
by only $2.8 million. That is a figure which was brought out earlier, 
also. As matters stand now, however, the regular rate publications are 
paying only 22.3 percent of our cost to handle. 

One publisher suggested that if eur 50-percent formula in chart I 
were applied only to regular-rate mail separately, the need for revenues 
would diminish materially. Thisisnotso. Fifty percent of costs of 
$242.6 million is $121.3 million, which is tsill in excess of the $54 
million of postage now realized on these publications. 

The facts are clear. The large second-class deticit is mainly the 
result of the huge volume of publishers’ mail handled at rates far 
below its costs. And that is true whether we speak of fully allocated 
cost, incremental cost, out-of-pocket cost or the adjusted costs (at 
50 percent) that we have illustrated in our formula in chart I. 

Mrs. Sr. Georer. What is transient second-class mail ? 

Mr. Srans. Second-class mail, magazines or newspapers, mailed by 
anyone other than the publisher. 

Mr. Gross. Mr. Chairman, I have a question. 

The Cuarrman. Mr. Gross. 

Mr. Gross. On your chart you have daily newspapers and other 
newspapers. I am sure I understand the difference between daily 
1ewspapers and other newspapers. The second category, of course, 
is weekly newspapers, or the bulk of it. 

Mr. Stans. Weekly and semiweekly. 

Mr. Gross. Weekly and semiweekly; yes. However, when you 
speak of general interest magazines and other magazines I do not 
know that I quite follow you. What is the definition of general inter- 
est magazines and other magazines, and who has made the definition ? 

Mr. Srans. I may need some help on that myself, Mr. Gross. I 
would guess that the general interest magazines are Time, Life, and so 
forth; and the other magazines are somewhat different. 

Mr. Walsh tells me they are the business publications, the agricul- 
tural publications, and the scientific publications that do not qualify 
for the special low rates. 

The CHatmrman. Does that include controlled publications, also? 

Mr. Stans. No; it does not. They are in a separate category. 

Mr. Gross. That is a definition which you and the Department use’ 

Mr. Stans. Yes; the difference between general interest and other 
magazines is strictly an internal definition, without any rate sig- 
nificance. 

Mr. Gross. I see. 

Mr. Srans. Now I come to third-class mail. 
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Mr. Avexanper. Mr. Chairman, may 1 ask u question before we 
get to that? 

The Cuarmrman. Mr. Alexander. 

Mr. Auexanper. Mr. Stans, 1 believe former Postmaster General 
Donaldson, on second-class mail, recommended eventually an increase 
of 100 percent, rather than what the Postmaster General has recom- 
mended here. What is you feeling about that ? 

Mr. Srans. 1 think our feeling is that that is a matter which is really 
in the hands of this committee. We recommended 30 percent to keep 
the increase parallel with the increase which we recommended on the 
other classes of mail. 

Mr. ALEXANDER. With second-class mail only paying about 22 per- 
cent of the cost, do you think that eventually it should be raised as 
much as the former Postmaster General recommended; or not ? 

Mr. Stans. I think to accomplish that you would have to adopt some 
type of procedure such as Mr. Lesinski mentioned of doing it over a 
long period of years. Otherwise you might do harm to the industry. 

The Cuarrman. I thought General Donaldson recommended a 70- 
percent increase, Mr. Alexander. He said the last time that they in- 
creased it he asked for a 100-percent increase and now he thought 
the difference ought to be made up between the percent they did in- 
crease it and the 100-percent increase asked for when he was Post- 
master General. That would make the increase on this bill 70 per- 
cent, I believe. I think that is correct. 

Mr. Gross. Mr. Chairman, as I recall Mr. Vonaldson’s testimony, 
he proposed a 70-percent increase in second-class rates before any 
increase was made in first-class letter rates. 

The CHarrman. That is right. That would make a total of 100 
percent, including the last raise. 

Mr. Auexanper. I believe you are correct. I did not mean to mis- 
quote him, but I know he was talking in terms of a 100-percent increase. 

The Cuarrman. That is correct. 

Mr. Stans. Now, on third-class mail, the members of this committee 
have also expressed interest in seeing a breakdown of third-class reve- 
nues and expenditures which would indicate the revenue loss due to the 
preferential rates paid by certain nonprofit organizations. This infor- 
mation is shown on chart IX. In 1955 revenues from third-class mail 
amounted to $269.5 million as opposed to allocated costs of $469.4 mil- 
lion, leaving an excess in costs of about $200 million. That includes the 
recent pay increases in the costs, but does not include costs paid by 
other governmental departments. Preferential-rate mail produced 
revenues of $11.5 million against allocated costs of $30 million. The 
rate advantage granted to the privileged users of “exempt” rates re- 
duced revenues only $5.6 million. In other words, if all third-class 
mail paid the regular rates of postage in 1955, costs still would have ex- 
ceeded revenues by more than $194 million. Regular rate third-class 
mail, which produced revenues of $258 million compared to expendi- 
tures of $439 million, paid only 58.7 percent of our cost to handle. 

The bill before you would increase that to approximately 75 percent. 

Mr. Rees. Mr. Chairman. 

The Carman. Mr. Rees. 

Mr. Rees. Mr. Stans, will you distinguish between the preferential 
and the regular third-class matter ? 
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Mr. Srans. The preferential-rate third-class matter is the circulars 
and other mail mailed by the scientific, religious, cultural, and philan- 
thropic organizations, and organizations of that category. 

Mr. Dowpy. Mr. Chairman. 

The Cuarrman. Mr. Dowdy. 

Mr. Dowpy. Does this chart on the third-class mail—and I have 
forgotten its number 

Mr. Srans. No. IX. 

Mr. Dowpy. Does that take into consideration, when you find an ex- 
cess of costs of $200 million the same things you considered in first- 
class mail and second-class mail; that third-class mail should pay 
90 percent of the cost ? 

Mr. Stans. This is before making that computation, which would 
be made at 75 percent of the cost. 

Mr. Downy. Again going back, if you wanted to follow the cost 
ascertainment and other considerations, you would be asking for more 
than a 30-percent increase in third-class mail ? 

Mr. Srans. No; it would come out to just about what we are asking 
for. If you have chart II before you, it shows that in third-class mail 
under our formula we need $83 million of revenue, and we are asking 
for $77 million. Actually, most of the difference between those is this 
ase to rate discount of of $5.6 million, that just appeared on that 
ast chart. 

Mr. Dowpy. I understood you to say that the increase asked in this 
bill would bring third-class mail up to paying 75 percent. 

Mr. Stans. Seventy-five percent is the formula we used. 

Mr. Downy. Yet the theory that was advanced earlier was that it 
should recover 90 percent. 

Mr. Stans. No; 75 percent. 

Mr. Dowpy. Seventy-five percent ? 

Mr. Stans. Seventy-five. 

Mr. Dowpy. It did pay 98 percent. 

Mr. Srans. In 1926 it paid 98 percent. 

Mr. Dowpy. Here is a question I do not know whether you can an- 
swer or not. How much does it cost the Post Office Department to 
handle third-class mail? I believe you have it here at $469 million? 

Mr. Srans. That is correct. 

Mr. Dowpy. If you eliminated third-class mail, how much would 
you save ? 

Mr. Stans. We have not made that computation, but it would be 
a fairly substantial part of the $469 million. One of our rate experts 
in the beginning of these hearings testified, I think, that 60 to 80 per- 
cent of our costs are variable costs that vary with volume. We would 
save a considerable part of $69 million, but we have not studied it by 
individual accounts. 

Mr. Dowpy. You collect about $270 million in postage on third-class 
mail. Taking that into consideration, would you save more than if 
you eliminated it? 

Mr. Srans. I really would not know. 

Mr. Dowpy. You say you do not know whether you would or not / 

Mr. Stans. I do not know. 

Mr. Downy. You do not know whether there is a break-even propo- 
sition involved at the present time, is that right ? 
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Mr. Srans. You mean on an incremental-cost basis? 

Mr. Downy. Yes. 

Mr. Stans. I think it probably is not a breakeven cost proposition 
at the present time even on an incremental basis. 

Mr. Lestnsxi. Mr. Chairman, at that point let me ask a question. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsxt. In other words, if you put third-class mail into the 
first-class supposition, you would automatically cut down the volume 
of the present third-class users, who would go to first class, but the 
Department would be paying its way, practically, in the use of first- 
class mail. 

Mr. Srans. At a first-class rate it would improve the situation con- 
siderably, of course. If they give it first-class service, on the other 
hand, it still would not pay its way. 

Mr. Lesrnsxr. Thank you. 

Mr. Jowansen. Mr. Chairman. 

The Cuarrman. Mr. Johansen. 

Mr. Jonansen. I do not know if this is the proper time to raise 
this question, but I think probably some of the other members have 
received—I know I have—quite a number of communications regard- 
ing the so-called Shoppers News type of third-class mail; shoppers 
newspapers and similar material. The argument is that the bulk 
of that mail is completely locally handled. 

Is there any differential as between various types of third-class 
mail? I am betraying my ignorance here. I would like to have you 
elaborate on that point. 

Mr. Srans. The only differences in the types of third-class mail 
are as to the mailers—if the mailer is a cultural, scientific or educa- 
tional organization, and so forth. 

Mr. JoHANSEN. I understand that category, but is there a differen- 
tiation as between local and nonlocal ? 

Mr. Srans. It all pays the same rate. 

Mr. JoHANsEN. Is there any differential, or substantial differential, 
as to the cost of handling it, which might properly be considered or 
recognized ¢ 

Mr. Srans. I would say that there is some differential, but it is not 
a really significant one, since transportation is a relatively small part 
of our costs as compared to labor and wages. 

Mr. Jonansen. Thank you. 

Mr. Srans. Rural routes and fourth-class post offices: A question 
was raised many times during the hearings concerning whether fourth- 
class post offices and rural routes are an integral part of the postal 
system or whether they are, in fact, public services which cannot 
be justified on a businesslike basis. The Department considers rural 
routes and small post offices an essential part of its national distribu- 
tion system. We have, however, undertaken to answer the question of 
whether or not these branches of the Post Office are really significant 
“loss” services. 

Chart X compares revenues (both incoming and originating) on 
rural routes and fourth-class offices with the costs of those services. 
The significant fact is that the volume of mail delivered on rural 
routes and in fourth-class offices is many times greater than the 
volume of mail originating there. Postal receipts, therefore, are not 
a true measure of the service or value of these units. 

75403—56——52 
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In fiscal 1955 revenues received on rural routes amounted to only 
$38 million, but revenues received on mail delivered on rural routes 
were $209 million. This is a total of $247 million as compared with 
present expenditures of $206 million, including the pay increase, to 
maintain such routes. It is not intended to convey the thought that 
the difference is a profit of $41 million. 

Mr. Davis. Question, Mr. Chairman. 

The CHatrMan. Mr. Davis. 

Mr. Davis. Does the $50 million up at the top of the first illustra- 
tion, additional revenue from H. R. 9228, refer to additional revenue 
originating on the routes in the fourth-class post offices plus that which 
originates at other places, for mailing coming in there? 

Mr. Stans. That would be revenue value of the mail handled on 
rural routes, originating and outgoing. 

As I said, I do not intend to convey the thought that the difference 
between those two columns is a profit of $41 million on those rural 
routes, because many costs are incurred elsewhere in the postal service 
to handle this mail. But it is equally unreasonable to say that these 
are substantial losing services, and especially to contend that the elim- 
ination of all rural routes would produce much of a net saving to the 
Department. 

Fourth-class post offices also help to generate postal revenues in 
excess of their costs. In fiscal 1955 revenues generated by the exist- 
ence of fourth-class post offices were $42 million, as opposed to expendi- 
tures for this service of $40 million. 

But I submit that even these comparisons are incomplete, because 
at the present time the Post Office Department as a whole recovers 
only about 85 percent of its total expenditures. All services would 
also be under water to some extent, as this affects the revenue-expendi- 
ture ratio on all services. A more accurate evaluation of whether 
rural routes and fourth-class post offices are good business would re- 
quire a comparison of revenues and expenditures on an approximately 
average break-even basis for the Department as a whole. This would 
be the case if H. R. 9228 were enacted. 

The provisions of H. R. 9228 will produce additional revenues of 
about $50 million on mail handled on rural routes and about $7 mil- 
lion on mail handled in fourth-class post offices. This would result in 
generated revenues in and out exceeding costs by $91 million for rural 
routes and $9 million for fourth-class offices, at the new levels of rates 
and costs. 

Rural routes and small post offices are an integral and indispensable 
part of the postal service. The business firms that would write them 
off as public welfare expenditures are those who make the greatest use 
of these services to generate profitable business for themselves. Rural 
free delivery is not different from city free delivery except one serves 
the farmer and the other serves the city dweller; fourth-class offices 
and large post offices render the same functions although their mail 
volumes vary depending upon community size. Many commercial 
users of the mails depend upon rural routes and fourth-class offices in 
selling to their rural or small-town markets. Where could these sellers 
get similar services at our proposed rates? And by what logic then 
can it be held that the full costs of these services should not be met by 
the users of the postal system ? 
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Mr. Lestnskt. Mr. Chairman. 

The CrHarrmMan. Mr. Lesinski. 

Mr. Lestnsxkr. Mr. Stans, is it not true that a lot of the mail going to 
rural routes is generated in the larger post offices, the first-class offices, 
where the money is received for delivery of the mail, and the fourth- 
class post offices are simply, I might say, the handlers of the mail but do 
not get the receipts for it? The receipts in the fourth-class post offices 
are very small. 


In view of your testimony, why is a move on to cut down your 
fourth-class post offices? 

Mr. Srans. The move is on only in the cases in which the fourth- 
class post office is no longer necessary in view of the improved trans- 
portation systems in the country. If we can give to the patrons of 
that office a better service of bringing their mail to them by rural de- 
livery at no greater cost or at lesser cost, we eliminate the fourth-class 
post office and provide the better service. 

Mr. Lestnskr. In view of your statement and of previous statements, 
we have always heard that the fourth-class post offices cost the Depart- 
ment money. 

Mr. Stans. These are the figures, Mr. Lesinski. They cost the De- 
partment $40 million for all of them, and they handle $42 million 
worth of mail at the present time and will handle $49 million worth of 
mail, in and out, if this bill is enacted. I think it rather well demon- 
strates that if you eliminated all fourth-class post offices and saved 
part of that $40 million and lost the revenues we would not be much 
better off. 

Mr. Lestnsxr. In other words, what you are driving at is the fact 
that the fourth-class post offices are a service to the public? 

Mr. Stans. That is right, of course. 

Mr. Lestnskt. Thank you, Mr. Chairman. 

Mr. Stans. The next point which I should like to make deals with 
reducing the cost of postal services. 

Some witnesses have suggested that perhaps the postal deficit can be 
eliminated completely by increasing efficiency. This is the panacea 
which has been offered as an alternative to rate increases as far back as 
the record takes us. Unfortunately, it will not effect a cure for our 
$470 million deficit. 

We believe we have made excellent progress in improving efficiency. 
This is indicated by the fact that in fiscal 1956 we expect to move about 
12 percent more mail than in 1953, with fewer man-hours of work 
(except for an abnormal increase in city carriers for the purpose of 
improving service in spreading cities and surburbs). We will also 
have saved about 1214 percent in transportation costs in 3 years’ time. 

But advocates of economy should remember that future savings will 
be difficult to make without impairing service—particularly in view of 
the ever-increasing volume of mail. We will still produce annual 
economies, but they will never make a sizable dent in the present deficit, 
and the savings we can make ought to go into planned expenditures to 
improve our facilities and working conditions. It is wishful thinking 
of the most imaginative kind, believe me, that a deficit of $470 million 
can be eliminated simply by making a lot of small economies. And it 
is unrealistic and unfair to expect that we can balance our books by 
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relentlessly driving or forcing our employees to work harder and pro- 
duce more. ' 

My 10th point is a brief one. It deals with postage rates, income 
taxes, and national income. 

Mr. Lestnsxt. Mr. Chairman. 

The Cuarrman. Mr. Lesinski. 

Mr. Lestnsx1. Mr. Stans, I want to congratulate you on the state- 
ment on page 16, because I have heard a lot about the subject which 
you mention here. I think it clarifies the picture pretty well. The 
Department understands that the employees are human beings and 
are going to do only so much, and that the Department can only save 
so much money and no more and has to have help right now to expe- 
dite its mail, and further employees, instead of driving its present 
employees. 

Mr. Stans. Mr. Lesinski, I think we are entirely convinced we can 
expect our employees to produce more only by giving them better 
training and better tools to work with, not by pressing them to put in 
more effort. 

Mr. Lestnsxi. That is quite true. Thank you. 

Mr. Stans. Some opponents of this measure have stated that by 
paying their share of higher postage costs they would automatically 
reduce their income tax payments to the Government and thus the 
net gain received by the Government from this bill would not be 
great. 

Postage rates are a legitimate cost of doing business just as are labor 
and raw materials. As a legitimate cost, it should be deductible for 
taxing purposes. Certainly the publishers will seek to maintain their 
profit margins by passing on the new costs to their subscribers or 
advertisers, as they do with other cost increases. But, whether they 
do or hot, we'must face up to our fiscal responsibilities and properly 
seek to charge these costs to those who use the Department’s facilities 
for private profit. 

It has also been claimed by publishers that the moderate postal rate 
increases recommended will reduce advertising which in turn would 
decrease national income, reduce employment and cost the Govern- 
ment a billion dollars‘a year in tax receipts. ‘To show how irrelevant 
the point is, one need only examine what has happened since rate in- 
creaseé8 were voted by the»Cengress in 1951 on second- and third-class 
mail. 

In 1951 national income was $277 billion. Last year, despite inter- 
vening increases in second- and third-class rates of postage, national 
income was $322 billion. In terms of employment, there are more 
jobs today than there were 4 years ago. As for tax receipts, in fiscal 
1951 income taxes brought in $41 billion to the Federal Treasury while 
in 1955 the return exceeded $56 billion. I believe this provides an 
adequate answer to those who make the claim that modest adjustments 
in postal rates would bring this country to the brink of economic 
disaster. 

Mr. Lesinsxt. Mr. Chairman ! 

The Cuamman. Mr. Lesinski. 

Mr. Lestnsxt. I hate to keep interrupting, but this is one paragraph 
I cannot congratulate you on. 
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Your figures are correct ; there is no doubt about that. We have to 
accept them as being true. On the other hand, they do not reflect the 
whole picture. 

All of us who are interested in the national economy recognize the 
fact that the national economy has gone up and that the tax receipts 
have gone up. On the other hand, that is the very thing I am con- 
cerned about. I think we should all be concerned about it, on this 
postal rate increase, so that we do it on a gradual basis, because the 
very hard core of America is being hurt tod: ay. Employment may be 
higher, but the so-called middle class of America is losing out, and 
business is losing out. Smaller business is suffering today. We want 
to protect those people, if possible, because acc cording to figures today 
onl large industry 1s making any money; the so- -called giant industry. 

Mr. Srans. I should like to refer you, if I may, to the report of the 
National Industrial Conference Board in 1954, made at the instigation 
of the Senate committee, because that report said that on balance it 
found that increases in postage rates really had no effect on the volume 
of mail or on business conditions. That statement was made after 
quite an extensive study. 

Mr. Lestnskt. That is possible. ‘Thank you, Mr. Chairman. 

Mr. Srans. Mr. Chairman and members of the committee, there 
should be no uncertainty in a matter of this importance, as to what 
the underlying facts are. The committee should not have to choose 
between seemingly conflicting items of information, and it should not 
lack any data that it deems necessary or desirable to a satisfactory 
resolution of this legislation. 

We have made every effort to bring all pertinent facts into sharp 
focus. We will be glad to provide any further financial data or 
analyses that you may desire, either in this hearing or in your executive 
sessions. 

The committee’s lines of questioning have demonstrated that this 
vear’s proceedings have come much closer to grips with the real issues 
in this problem. The issues are more clearly defined, the facts are less 
in dispute, emotional and irrational expressions have been minimized, 
and the discussions have moved closer to consideration of scientific and 
logical ratemaking principles. 

This improved approach not only makes it possible for the commit- 
tee to resolve the postal rate problem for the present by enactment of 
this bill, but also to adopt principles and procedures that can substan- 
tially resolve the basic issues for many years to come. 

Thank you. 
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(The charts referred to by Mr. Stans follow :) 


CHARTS TO ACCOMPANY SUMMARY STATEMENT OF MAvRICE H. STANns. Derury 
POSTMASTER GENERAL, IN Support oF H. R. 9228 


Application of cost ascertainment report to postal ratemaking 
{In millions of dollars) 
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1 Includes a deficiency of approximately $15.7 million in books and mail matter for the blind. 
2 Consists of actual postal deficit of $362.7 million for fiscal 1955 plus projected increases of $147.7 millon 
in new costs only partially effective in 1955. 
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Proposed revenue increases compared with adjusted losses, by mail classes 


[In millions] 


Losses adjusted 
for intangible 
costs 


Proposed 
revenues 


$293 
24 
92 
83 


Analysis of postal deficits, 1946-55 
Millions 
Reported aggregate deficit 
Less included public-service costs: 
Rate advantages to specified users 
Services performed for other departments 
Mail-transportation subsidies 


Deficit excluding public-service costs 
Plus postal costs paid by other Government departments: 
Retirement pay accrual 
Workmen’s compensation 
Depreciation on postal buildings 
Custodial and maintenance costs 
Unemployment compensation 
Other costs, estimated 


ie 6S 


Total deficit excluding public-service costs 5, 022. 6 


Total deficit including public-service costs 
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Public-service costs included in post office expenditures 


. Ist class: 
Pan American Union and Pan American Sani- 
tary Bureau $65, 000 
Franked mail (other than Congress) 146, 000 


. 2d class: 
es, 1, 896, 000 
Classroom publications 104, 000 
Free-in-county : 839, 000 
———— 2 839,000 
5, 558, 000 
. 4th class: 14, 241, 000 
. Mail services for Government agencies 2, 881, 000 
. Other services for Government agencies 2, 095, 000 
. Mail for the blind : 913, 000 
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Postal costs now paid by other government departments 
[Millions] 
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Fiscal year | Fiscal year 
1955 1956 





Retirement pay accrual 70. $17 
Workmen’s compensation 3.2 | 
Depreciation on Postal buildings 

Custodial and maintenance costs of post office buildings 
Unemployment compensation 
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Other costs 2.0 
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1st-class mail—a deficit service 


Allocated costs, fiscal 1955: Millions 
Paid by Post Office Department $905. 5 
Paid by other Government departments__._...._-________________ 78.8 

Other costs of 1st-class mail: 

Wage increases (not fully effective in 1955) 55. 9 
Reallocation of costs for preferential service and value_____.______-_ 299. 1 


Total costs 1, 339.3 
1955 revenue 967. 8 


1st-class loss (loss per piece of 1.3 cents) 371.5 


2d-class mail—Incremental costs, fiscal 1955 


Incremental costs’ $148, 694, 000 
Revenues 65, 693, 000 


Out-of-pocket loss of Post Office Department ( 
Out-of-pocket costs paid by other Government departments 10, 900, 000 


Total, out-of-pocket loss 93, 901, 000 
1 Adjusted for pay and other cost increases. 
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Summary of revenues and allocated costs, 2d class mail, fiscal 1955 
[Millions of dollars] 


} 
Allocated Excess of Rate 
costs ! costs advantage ? 


Revenue | 
| 


Regular 2d class rates 
i cicsicsiniininnenmateitits 
en eon Sar oe ne } 








Preferential 2d class rates: 
Exempt publications 
Exempt classroom 
Free in county 





Total 





Dotel, wears O8 GAGS nn cen cnc cnccece 
Transient 2d class ; 2.8 
Miscellaneous revenues-_-_........-......--- 3.9 | 


Ee cs cniicicivetiis  Secieneccdaiine 65.7 | 





1 Adjusted for full pay increases, but not including postal costs paid by other Government departments, 
2 Additional revenue at regular postage rates. 


3d class mail—summary of revenues and allocated costs, fiscal 1955 
[Millions of dollars] 


| } 
| Allocated | Exeessof | Rate? ad- 
expenditures ! costs vantage 


Revenues 


$181.3 


Regular 3d class matter $258. 0 | $439. 3 
1 18. 6 


Preferential 3d class matter_- .5 | 30. 





| 
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ME I cn eae weennen 269. 5 469. 4 | 199.9 
1 Adjusted for full pay increases, but not including postal costs paid by other Government departments. 
2 Additional Revenue at regular postage rates. 
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The Cuarrman. Thank you very much. Are there any further ques- 
tions of Mr. Stans in connection with his statement or his testimony ? 

Thank you very much, Mr. Stans, for your fine statement. 

The last witness scheduled is Postmaster General Summerfield. 
It is now a quarter to 12. How long will it take you to complete your 
statement, General ? 

General Summerrietp. About 20 or 25 minutes, Mr. Chairman. 

The Cuarrman. What is the wish of the committee? Do you desire 
to go ahead this morning or to come back tomorrow morning ? 

Mrs. St. Grorce. Mr. Chairman, in view of the fact I am sure we 
will have no rollecalls, because of the primaries in various States, I 
think it would be nice to hear the Postmaster General now that he 
is here. Perhaps he could finish his statement without any interrup- 
tion and we could ask questions then, if you judge there is time. 

Mr. Gross. If there are to be any questions it would probably run 
until 1 o’clock. 

Mr. Creprerserc. Probably we should ask Mr. Gross if he plans any 
quorum call. 

Mr. Gross. You will get a quorum call if a certain bill comes up, 
Mr. Chairman. 

Mrs. Sr. George. That would be a further reason, Mr. Chairman, 
for suggesting we keep the gentleman here. 

Mr. Atexanper. Mr. Chairman, I feel we ought to give the Post- 
master General all the time he needs, and the committee ought to have 
necessary time for questioning. 

The easnitact. Very well, sir. Without objection on the part of 
any member of the committee we will invite the Postmaster General 


back tomorrow morning at 10 o’clock. The committee will stand 
adjourned until 10 o’clock tomorrow morning. 

(Thereupon, at 11:47 a. m., Tuesday, April 24, 1956, an adjourn- 
ment was taken until 10 a. m., Wednesday, April 25, 1956.) 
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WEDNESDAY, APRIL 25, 1956 


House or REPRESENTATIVES, 
Com™MITTce on Post Orrice AND Civ. SERVICE, 
Washington, D. C. 

The committee met, pursuant to recess, in the committee room, room 
13, Old House Office Building, for further consideration of H. R. 
9228, the Honorable Tom Murray (chairman) presiding. 

The Cuarrman. The committee will be in order. 

This morning the committee is pleased to have with us Postmaster 
General Summerfield who, I hope, will close the hearings on H. R. 
9228. We will be pleased to hear you at this time, General 
Summerfield. 


STATEMENT OF HON. ARTHUR E. SUMMERFIELD, POSTMASTER 
, GENERAL, WASHINGTON, D. C. 


Mr. Chairman and members of the Post Office and Civil Service 
Committee, first, I want to thank you, Mr. Chairman, and every 
member of this committee, for the courtesies extended us of the Post 
Office Department during these hearings and the opportunities given 
us to present the Department’s views, fully and frankly. 

We appreciate the friendly and keen attention you have given us. 
The questions you have raised reflect your intelligent insight into 
the complexities of the problem we jointly seek to solve. 

These complexities have been the cause of the many honest mistakes 
in fact and some erroneous conclusions which have been presented 
before you in these hearings by opponents of our proposals. 

We hope the detailed statement made yesterday by the Deputy 
Postmaster General, as well as my comments this morning, will prove 
helpful to the committee in clarifying these questions and evaluating 
the facts. 

In these concluding remarks, I want to reemphasize several major 
aspects of this problem, which are, in my judgment, of the greatest 
importance. — 


A SELF-SUPPORTING POST OFFICE DEPARTMENT 


One question has been raised repeatedly by those opposing postage 
rate increases. It is: Why should the Post Office Department pay 
its way when other Government departments are supported by 
taxation ? 

The Post Office Department very definitely operates under the same 
fiscal rules as do other departments of the Federal Government. 


821 
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It is the sense of the Congress, incorporated in Public Law 187, 
82d Congress, that measurable services performed by any Federal 
agency for identifiable individuals or organizations shall be—and 
I quote 


* * * self-sustaining to the full extent possible * * * 


The Post Office differs from the other agencies only because prac- 
tically all of its services are of measurable value and are performed 
for identifiable patrons. 

The question of determining which Federal services shall be o- 
ported by taxation and which by charges on the users is basic to the 
proposals under consideration. To clarify this issue, let me cite a 
brief passage from a standard writing in public finance titled “Prin- 
ciples of Public Finance” by M. H. Hunter and H. K. Allen: 

* * * the characteristics of a tax are that it is a compulsory payment * * * 
and it provides funds presumably to be expended for the public benefit rather 
than for that of particular individuals. 

Obviously, charges for postal services are not a tax in any sense 
of the word, but simply payment made by consumers for the services 
which they purchase from the Post Office Department. 

The difference between tax supported functions of Government and 
those supported by charges against the users is clearly illustrated at 
the local level of Government. Police protection, which benefits all 
citizens, is an example of a service which meets the definition of a 
tax and should be supported by the city treasury. p 

The sale of water, on the other hand, is somewhat similar to the sale 
of postal services. It is purchased in measurable volume by identi- 
fiable citizens. With rare exceptions, cities throughout the United 
States meter their water sales so that each user pays for the value 
and the quantity he receives. 

The doctrine—adopted by the 82d Congress—of recouping the cost 
of measurable services performed by Government agencies for identi- 
fiable users is sound in principle and equitable in practice. It is force- 
ful argument in support of a breakeven postal operation. 

The proposals under consideration are very much in accord with 
this established policy of the Congress and with the enduring economic 
principle of public taxation. 

Now, there has been much discussion in the past several weeks about 
a postal rate policy. 


A POSTAL POLICY 


May I point out to the committee that a postal policy is outlined in 
H. R. 9228 (sec. 203) in these words: 


It is hereby declared to be the policy of Congress to (1) provide for the 
American people a postal system with the highest possible standards of tradition 
and service consistent with good business administration; (2) preserve the 
inherent advantage of the postal service in the promotion of social, commercial, 
and intellectual intercourse among the people of the United States; (3) provide 
for a domestic postal-rate structure which shall reflect fair and reasonable 
charges and other conditions of mailability applicable to the several classes of 
mail; and (4) provide revenues which will substantially equal the expenditures 
of the Post Office Department. 
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It seems to me these are the essential guideposts of a sound postal 
volicy. 

They closely parallel both the language and the scope of the policies 
of ratemaking as set forth in the Extorstate Commerce Act and the 
Civil Aeronautics Act. 

Mr. Chairman, 1 ask permission to insert this table on the “Rule of 
Ratemaking” in the record. It is attached to my remarks. 

The CuHairman. Without objection, it may be inserted in the record. 

(The matter referred to is as follows :) 
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Mr. Summerrrevp. I should also like to have copies distributed to 
each committee member so they may see how closely the policy pro- 
posals of the Department follow the basic principles of legislation 
already enacted into law by the Congress. 

The policy guideposts proposed by the Post Office Department can, 
of course, be amended at the discretion of this committee. I feel, 
however, that such a policy statement can be made promptly to 
avoid further delay in solving the Department’s pressing need for 
new revenues to meet a deficit now approximateing one-half billion 
dollars a year. 


FIRST-CLASS MATL 


During the prolonged studies we have made of the various categories 
of the mail services, one fact has emerged with startling clarity. 

It is this: 

The extent of the preferential service given first-class mail is usually 
taken for granted without proper appreciation either for its value 
or its cost. 

In all the postal services of the world, the handling of sealed first- 
class letters isthe prime service. This is particularly true in the United 
States Post Office, which handles more than 25 billion first-class letters 
annually. 

First-class mail, as a matter of right, is given preference handling 
from the moment of its deposit to the time of its delivery. 

It is sealed against inspection by anyone except the sender and the 
recipient. This sancitity is so well established that men do not hesitate 
to trust their most valued and private communications to the custody 
of first-class mail. 

First-class mail is forwarded and reforwarded as frequently as may 
be necessary to effect delivery. 

When a return address is provided and delivery cannot be effected, 
first-class mail is returned to the sender without charge. 

Hundreds of thousands of collection boxes, in convenient locations 
in cities and towns all over the United States, are provided almost 
exclusively for the deposit of first-class mail. 

The collection of mail from these various depositories on closely 
scheduled trips and at critical hours of the day represents one of 
the primary privileges accorded first-class mail. 

First-class mail is always handled first in post offices according to 
transportation schedules which will speed it to delivery. 

The great bulk of first-class mail—and in large city offices it reaches 
mountainous volume—arrives at post offices during the evening hours. 
To expedite this staggering volume, thousands of employees are used 
at higher night differential rates of pay. 

This handling accorded first-class mail is obviously costly, but it is 
essential to the preferential treatment to which this mail is entitled 
and receives. 

The actual fact is that these preferential services I mentioned cost 
us more than 4 cents for every letter we handle in the postal service. 
Mr: Stans made this crystal ep in his statement of yesterday. 

In fact, charging first-class mail users anything less than 5 cents 
still leaves a part of the actual costs charged to the taxpayers. This 
is just as true whether the costs are paid by the Post Office Department 
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or whether they represent a payment into appropriations of the Civil 
Service Commission for retirement or to the General Services Admin- 
istration for rents or other services. 

In summary, I should like to state once more than at 4 cents an 
ounce first-class letter mail will be one of the best buys in our 
economy. 


AIRMAIL 


The provisions of H. R. 9228 also include a rate adjustment of 1 cent 
per ounce on airmail letters. 

A 7-cent airmail letter rate and 4-cent surface rate would retain 
the 3-cent differential that now exists. The Department believes that 
this 5-cent rate differential properly reflects the differences in services 
the 2 classes of mail receive. 

Airmail is one of the top premium services of the Department and 
involves much more than simply carrying mail from point to point 
by air. An airmail stamp serves as a trigger mechanism to set into 
motion the most expeditious handling the Department can provide. 

Because of increasing cost to the Department, however, this pre- 
mium service is no longer providing an adequate revenue contribution. 

If all of the costs are included and an allowance is made for the 
preferential treatment accorded this mail, airmail would still not pay 
its way at 7 cents per ounce. 


SECOND-CLASS MAIL 


In view of my previous testimony before the committee, I feel no 
further comments on increases of second-class mail rates are necessary. 

The facts presented throughout the hearings, and in particular the 
summary given by the Deputy Postmaster General, are so conclusive 
that there is little I could add to the conclusion reached by the pub- 
lishers themselves that some rate increase is warranted. 

The extent of the increase in second-class mail, I am certain, will 
be equitably determined by this committee. 


THIRD-CLASS MAIL 


The basic question involving third-class mail is the extent of the 
discount this type of mail should be given because it receives deferred 
service. 

A discount of 26 percent, after the proposed increases become effec- 
tive, seems an adequate concession for the relatively slightly deferred 
service customarily accorded third-class mail. 


A DIFFERENTIAL BETWEEN LOCAL AND NONLOCAL LETTERS 


Certain Members of the Congress have emphasized to this commit- 
tee the operating difficulties and inequities in a rate differential be- 
tween local and nonlocal first-class letter mail. 

Any rate differential between local and nonlocal first-class letter 
mail would be discriminatory, costly, and extremely difficult to admin- 
ister. 

The term “local mail” is difficult to define. In Memphis, Tenn., it 
means 100 square miles, while in Kingsport, Tenn., it means 5.5 square 

5403—56——53 
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miles. In Chicago, IIL, it embraces 207.5 square miles; in Aurora, 
111., only 8.1 square miles. 

In terms of population, “local mail” is equally confusing. In 
Saybrook, Ill, it reaches 485 families; in Los Angeles, over a half 
million. 

The boundaries of local mail seldom coincide with those of the com- 
munity. In New York only 2 of the 5 boroughs can be reached at 
the local rate, while in Boston, local includes the entire city as well 
as the nearby cities of Cambridge, Chelsea, Newton, and Medford. 

A local rate clearly discriminates in favor of large cities. The 
smaller the community, the less significant is the local rate. Such a 
rate would be clearly discriminatory since it provides a wide differ- 
ence in service to patrons paying the same rate of postage. 

The post office in New York City would serve at the local rate . 
more people than could be reached at the nonlocal rate in Nevada, 
Wyoming, Montana, South Dakota, New Mexico, Idaho, and Utah 
combined. 

Public confusion would be widespread. In Long Island, for exam- 
»le, Kew Gardens and Queens Village are stations of Jamaica, while 
‘lmhurst, Forest Hills, and Jackson Heights are stations of Flushing. 

These are all large independent communities in close proximity in 
a very congested part of Long Island. People address mail to the 
community—not to its parent post office. Few people would know 
the difference between local and nonlocal mail in this area. 

As a result of public confusion, there would be a sharp increase 
in postage-due mail, which costs the post office an additional 5 cents 
to deliver and is extremely annoying to the recipient. 

In many areas mobile highway units are replacing local post offices. 
One such highway post office in the South covers 300 miles and nu- 
merous communities. What will be the meaning of local mail under 
such a distribution scheme? 

Furthermore, a rate differential is not justified by differences in 
cost betwen local and nonlocal letters since transportation charges 
are an inconsequential share of the cost. of delivering a single letter. 
The main costs in mail distribution are for collecting, sorting, and 
delivering operations which must be performed regardless of the 
destination of the letters. 


A COMMISSION ON POSTAL RATES 


As I stated in my testimony on March 13, 1956, “the establishment 
of a ratemaking Commission does not mean the Congress will relin- 
quish control over the postal-rate structure” since “it is intended that 
the Congress maintain control over postal rates through policy guid- 
ance while the Commission gives specific expression to such policies.” 

It would be regrettable if discussion on this matter now were per- 
mitted to interfere or delay action on the immediate and urgent need 
for rate increases to offset the present heavy postal deficit. 


WIDESPREAD SUPPORT FOR POSTAGE RATE INCREASES 


I believe H. R. 9228, the bill before you, is a good one. 


It is the result of long study and careful preparation by legislative 
and rate experts. 
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It has the support of the President. 

It has the endorsement of the Bureau of the Budget. 

The Committees on Appropriations of the House and the Senate, 
in their reports, ahead the need for increases in postal rates and 
urged prompt action. 

‘he Wastane of the Treasury and the Secretary of Commerce have 
approved the proposed rate increases in this bill in testimony before 
this committee. 

So, too, have two former Postmasters General, the Honorable James 
A. Farley and Jesse M. Donaldson. Their public-spirited comments 
before this committee are dramatic proof that this question of ade- 
quate postal increases is, and should be, a nonpartisan matter. 

The executive committee of the Chamber of Commerce of the United 
States and the National Association of Manufacturers, representing 
a combined membership of more than 40,000 business organizations 
both large and small and 3,200 local chambers of commerce and trade 
associations, endorse the efforts of the Post Office Department to raise 
its revenues through increased postage rates. 

The Post Office Department has 235 editorials endorsing postal- 
rate increases in its files, assembled from newspapers in all parts of 
the country. Since January 1954 to April 18, 1956, editorials on 
postal rates have favored postal rate increases by a ratio of 4 to 1. 
The gist of their comments has been that while the increases will raise 
their own costs, they are desirable for the general welfare of the 
Nation. 

Mr. Chairman, I would like to submit for the record a list of these 
235 newspapers which have endorsed postal-rate increases in editorials 
in the.period from January 1954 to April 18, 1956. 

The Cuamman. You will just submit the names of the newspapers. 
not the editorials, because they would be too lengthy. 

Mr. ScuMMERFIELD. Yes, just the names of the newspapers. 

The CHamrMAn. Without objection, you may insert the names of 
the newspapers in the record at this point. 

(The matter referred to is as follows :) 


Editorials favoring postal rate increases, Apr. 18, 1956 


Paper City 


I Oc nescncsesescwes ee 
The Jackson Sun Jackson, Tenn. 
The Washington Daily News : -..-------| Washington, D. O. 
Portland Press Herald nie Portland, Maine. 
The Hartford Times I ...-| Hartford, Conn. 
The Cincinnati Enquirer ‘ ewoseccoscaccescncn| GREER CRD. 
The Evening Star sonsuess=eccescoucal | MS ae 
‘Tee Pore weree prems............-...- ...--.| Fort Worth, Tex. 
The Dallas Morning News- -------------------- Dallas, Tex. 
The Avon Herald-News ’ Avon, N. Y. 
The Dayton Daily News------- scp ahebiicsiarcrdish soa ann Dayton, Ohio. 
26..| World-Telegram Se epee em ee 
Mar. 9..| Memphis Press-Scimitar - - - ...........-..------ --------| Memphis, Tenn. 
Apr. 3..| The Dallas Morning News-- : sip aimee 4 9s wins seinen 
6..| Rocky Mountain News. -.......-.-------------------------- ..-| Denver, Colo. 
pT Eee ‘ eee Do. 
pe a | Green Bay, Wis. 
Dee. 16_.| Appleton Post-Crescent SS _.....| Appleton, Wis. 
ne ocr ac sens ceshesksanesckanee New York, N. Y. 
31..| The Oregonian irae ; owesacencnseseunsul A OUEy GNU 
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Editorials favoring postal rate increases, Apr. 18, 1956—Continued 





City 





he fal heh et ed ed fa fl fl ft 
em ee CO WO GO WH WS GD ts tN BN tS 


So hS 
who 


non 


OONNIN SSR AR WWD 


2 


The Cleveland Press 

The Washington Daily News.-- 
The Washington Post and Times Herald 
The Flint Journal. ____- 

The Chicago Daily News 
The Commercial Appeal 

The Cleveland Press 

The St. Paul Pioneer Press 
The Democrat and Chronicle 
The Milwaukee Journal 

The Oregon Journal 

The World-Telegram and Sun 
The Albuquerque Journal 
New York Herald Tribune 
The Cleveland News 

The Times-News 

The Troy Record 

Los Angeles Times 

The Boston Herald 

The Cleveland News 
Newsday 


The Washington News-_--- 

The Cleveland Press 

The Oregon Journal 

Miami Daily News oad 

The Commercial Appeal_- 
Rocky Mountain News 

‘The Dallas Morning News 

The Akron Beacon Journal 
The Oregon Statesman 

The Decatur Review 

The Washington Post-_- 

The Sunday Star 

The Commercial Appeal 

The Register-Pajaronian 

The Birmingham News. 

The Denver Post __- 

The Miami Herald 

| The Liberty Vindicator-_- 

| The Houstor Post ns 

N. Y. World-Telegram and Sun 
Mason City Globe-Gazette 

The Washington News 
Progress Bulletin_~.. 

The Cleveland Press 

Elgin Daily Courier 

The Stone Mountain Beacon 
The Commercial-News 

| The Norwalk Hour 

The Chronicle-Star 

The Commercial Appeal uaa ‘ 
Te Rocky Mountain News... cccccccncnccccewss: 
| The Cleveland News. 

| The El] Paso Times ie 

The Albuquerque Tribune 

The Rocky Mountain Nows_---- 

The Globe Gazette oa 

The Summit Herald.........----... 

The Democrat and Chronicle---- 

Daytona Beach Evening News 

Forth Worth Star-Telegram 

The Times-Herald 
The Times-Herald 
The Cleveland Press 
The Houston Press — 
| The Evening Bulletin. 

| The Daily News ~ 

The Knoxville News-Sentinel 
Rocky Mountain News---. 

| The Dallas News 

| The Valley Times 

| The Virginia Pilot 

The Albuquerque Tribune- 

| The Denver Post 

The Columbus Citizen 

The Oakland Observer 

| Fort Worth Star-Telegram 
The Albuquerque, Journal 
The Beaumont Journal! 

The Los Angeles Times 

| The Clarion-Ledger 


| Cleveland, Ohio 
| Washington, D, C, 
Do. 
| Flint, Mich. 
Chicago, Il. 
Memphis, Tenn. 
Cleveland, Ohio 
St. Paul, Minn, 
Rochester, N. Y. 
Milwaukee, Wis. 
Portland, Oreg. 


_| New York, N. Y. 


Albuquerque, N. Mex. 
New York, N. Y. 
Cleveland, Ohio 

Twin Falls, Idaho 


| Troy, N. Y. 


Los Angeles, Calif. 
Boston, Mass. 


__| Cleveland, Ohio 


Long 


Hempstead, Island 
N.Y 


Washington, D.C, 


Cleveland, Ohio 
Portland, Oreg. 
Miami, Fla. 
Memphis, Tenn. 
Denver, Colo. 
Dallas, Tex. 
Akron, Ohio 
Salem, Oreg. 
Decatur, Ill. 





Washington, D.C, 
Do. 


Memphis, Tenn. 
Watsonville, Calif. 
Birmingham, Ala. 
Denver, Colo. 
Miami, Fla. 
Liberty, Tex. 
Houston, Tex. 
New Yerk, N. Y. 
Mason City, Lowa. 
Washington, D. C. 
Pomons, Calif. 
Cleveland, Oaio. 
Elgin, Il. 

Stone Mu ntain, Ga. 
Danville, 11). 
Norwalk, Conn, 
Pascagoula, Miss, 
Memphis, Tenn, 
Denver, Colo. 
Cleveland, Ohio. 
FE] Paso, Tex. 


|} Albuquerque, N. Mex, 


Denver, Colo. 


_| Mason City, Iowa, 
Summit, N.J. 
..| Rochester, N. Y¥. 


Daytona Beach, Fla. 
Fort Worth, Tex. 
Vallejo, Caiif. 

Do. 


__| Cleveland, Ohio. 
| Houston, Tex. 


Philadelphia, Pa. 


New York, N. Y. 
| Knoxville, Tenn, 
| Denver, Colo. 


Dallas, Tex. . 
San Fernando, Calif.. 


| Norfolk, Va. 


Albuquerque, N. Mex. 
Denver, Colo. 
Columbus, Ohio, 


| Oakland, Calif. 
.| Fort Worth, Tex. 
| Albuquerque, N. Mex, 
| Beaumont, Tex. 
| Los Angeles, Calif. 
| Jackson, Miss. 
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Date | 


1955 


Nov. 


8 
9 

9 

9 
ll 
12 
15 
17 


22 
2 


16 
28 
28 
28 
29 
29 
29 
30 
31 
31 


The Commercial Appeal 
Green Bay Press Gazette 


The Durango Herald-News__........._- 
The Tucson Daily Citizen_._______- 
The N. Y. World Telegram and Sun. 


The Washington ,jelegrene and Gun...........---------——---- 


The Evening Star _____ 
The Asheville Citizen 


The Port Arthur News_............-_..-- 


The Press-Telegram 
The Dallas Morning News. - 
The Washington News 


The Knoxville News-Sentinel. a 
The San Francisco News-_-_-__-- 


The Rocky Mountain News. 
The Columbus Citizen wR 
The Albuquerque Tribune ___ 
The Spartanburg Herald - 


The Pittsburgh Press____...____.___- 


The Memphis Press-Scimitar- 


The Evansville Press 

The Lynden Tribune._- 
The Decatur Review 

The Clarion-Ledger 

The Washington News 

The Beaumont Enterprise _- 
The Toledo Blade _---- 

The Rocky Mountain News. 
The Deseret News.__-- 


The Casper Tribune-Herald....-..---- 


The Evening Bulletin. -_............-- aides , 


The Albuquerque Tribune- - 
The Salem Statesman 
The Birmingham Post- Herald _- 


| The Washington News 


The Evansville Press 


New York World Tel legram § and Sun. 


The Columbus Citizen 
The San Francisco News 


The El Paso Herald-Post....-....----------------------- 


The Courier-Journal 
The Roswell Daily Record 


New York WorldTtlegram and Sun 


The Pittsburgh Press 


} | The Fort Worth Press 





The Rocky Mountain News Eyer esas é; 


The Denver Post 


| The Houston Press 


The Asheville Citizen. _____- 
The Albuquerque Tribune 
The Cincinnati Post 


Intermountain.and Alameda Enterprise abs 


The Daily Argus-Leader 


Fort Worth Star-Telegram ___. 


The State 


The Pontiac Press. ba gtiee boseikk De i i Ey 


New Y ork Ww orld Telegram and Sun 
The Rocky Mountain News--.----- 5 
The Iron Mountain News_----_- 


The Houston Press 5 de 
The Ravenswood News... ---- 
The Daily Press._... ------ 
The Washington News.- 


The San Angelo Standard- Mie Gctetc..... 5 


The Milwaukee Journal 

The Indianapolis Times 

The Bethlehem Globe-Times 
The Salt Lake Tribune_--_-- 
The Denver Post-- 

The Flint Journal - 

The Wichita Eagle - 

The Washington News 

The Denver Post- 


New York World-Telegram and Sun..--. 


.— Washington News. -- 
San Francisco News 


The Standard-Times. -. ~-- 


| The Saginaw News-.--- ----- ; Jone anes 
The TeseE IGWB. ane nv cccencaseseccccccennsences weleteet 


| New York World-Telegram and Sun_- 


| Memphis, 


City 


Memphis, Tenn. 
Green Bay, Wis. 
Durango, Colo. 
Tucson, Ariz. 
New York, N. Y. 


| Washington, D. C. 


Do 


_| Ashev iile, N.C, 


Port Arthur, Tex. 
Long Beach, Calif. 


_.| Dallas, Tex. 


Washington, D. C. 
Knoxville, Tenn. 

San Francisco, Calif. 
Denver, Colo. 
Columbus, Ohio 
Albuquerque, N. Mex. 
Spartanburg, 8. C. 
Pittsburgh, Pa. 

Tenn, 


Evansville, Ind. 
Lynden, Wash. 
Decatur, Ill. 

Jackson, Miss. 
Washington, D. C. 
Beaumont, Tex. 
Toledo, Ohio. 
Denver, Colo. 

Salt Lake City, Utah. 


d | Casper, Wyo. 


Philadelphia, Pa. 
Albuquerque, N. Mex. 
Salem, Oreg. 
Birmingham, Ala. 
Washington, D. C. 
Evansville, Ind. 

New York, N. Y. 
Columbus, Ohio. 

San Francisco, Calif. 
El Paso, Tex. 


| Louisville, Ky. 


Roswell, Oreg. 
New York, N. Y. 
Pittsburgh, Pa. 
Fort Worth, Tex. 
Denver, Colo. 

Do. 
Houston, Tex. 
Asheville, N. C. 
Albuquerque, N. Mex. 
Cincinnati, Ohio. 
Pocatello, Idaho. 
Sioux Falls, 8. Dak. 
Fort Worth, Tex. 
Columbia, 8. C. 


| Pontiae, Mich. 


Washington, D. C, 
New York, N. Y. 
Denver, Colo. 

Iron Mountain, Mich. 
Houston, Tex. 
Ravenswood, W. Va. 


| Newport News, Va. 


Washington, D. C. 
San Angelo, Tex. 
Milwaukee, Wis. 


| Indianapolis, Ind. 


Bethlehem, Pa. 

Salt Lake City, Utah. 
Denevr, Colo. 
Flint, Mich. 
Wichita, Kans. 
Washington, D. C. 
Denver, Colo. 

New York, N. Y. 
Washington, D. C. 
San Francisco, C alif. 
New York, N. 


New Bedford, Mi ASS. 


| Saginaw, Mich. 


Salt Lake City, Utah. 
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Editorials favoring postal rate increases, Apr. 18, 1956—Continued 


Paper 


Washington Post and Times Herald 

| The Evening Star_..___...-- 

St. Louis Post-Dispatch 

The Flint Journal 

The Akron Beacon Journal 

The Montgomery Advertiser 

The Pittsburgh Press 

ee BP Sob koe weds cucncenweseemenmunemennedee 
The Iron Mountain News. 

SR i cnitcenigecunadimunmnemnnmnrnwinmnstil 
New York World-Telegram and Sun 

The Washington News_-_-..._.....-.-.--- 

The Birmingham Post- Herald__..____- 

The Indianapolis Times- 

Fort Worth Star-Telegram - " 

The Romeo Observer Press-_-....--.--.-.-----.--- 

The Hood River News- -- - - acnadigaiahtenta “fae 
Reemont County Chronical- SE 5 wots woucnnanicd adios sien 
The Lompoc Record 
Sarasota Herald Tribune - - 
The Houston Press 

The Albuquerque Tribune 
The Jersey Journal 

The Victoria Advocate _ - 
The Beckley Post-Herald - 
The Ohio State Journal - -- -- ik Sinus etaamaeacued 
The Washington Post and Times Herald 
Pe IO is i653 a wieteccncciccnntenendnnnnianmimeeig 
The Kansas City Star 

The Manhattan Mercury 

The Hastings Tribune 

Alliance Daily Times-Herald 

Coffeyville Daily Journal 

Winfield Daily Courier 

The Columbus Dispatch ; 

| The Athens Daily Review_..........-.-.-- rsgtigtetatataiaialianes Kata 
| Ogden Standard-Examiner 

Rapid City Daily Journal_ 

The St. Louis Post-Dispatch 

The Scrantonian 

The Sunday Bulletin 

North Adams Transcript 

The Milwaukee Journal 

The Tacoma News-Tribune 

The Woonsocket Call 

The Tombstone Epitaph 

The Berkshire Eagle 

Sr NN NG oon eeneinnnwanacnnenisnsacwnnaNwaaeiee 
The Haverhill Gazette 


26 
26 
26 
26 
27 
27 
27 
28 
28 
28 
29 
30 
31 
31 
31 
w 2 
1 
2 
3 
4 
5 
5 
6 
6 
6 
9 


13 | The Pratt Daily Tribune 
Be er seinen aan enabieaaieiiaeieels 
18 | The Washington News 





I cece taihiannianecmestindatahaaacnaniieel 


City 


Washington, D. C. 
Do 


St. Lents, Mo. 
Flint, Mich. 
Akron, Ohio, 
Montgomery, Ala. 
Pittsburgh, Pa. 
Evansville, Ind, 
Iron Mountain, Mich. 
Cincinnati, Ohio. 
New York, N. Y. 
Washington, D. C. 
Birmingham, Ala. 
Indianapolis, Ind. 
Fort Worth, Tex. 
Romeo, Mich. 
Hood River, Oreg. 
St. Anthony. Idaho. 
Lompoc, Calif. 
Sarasota, Fla. 
Houston, Tex. 
Albuquerque, N. M. 
Jersey City, N. J. 
Victoria, Tex. 
Beckley, W. Va. 
Columbus, Ohio. 
Washington, D. C. 
Fall River, Mass. 
Kansas City, Mo. 
Manhattan, Kans. 
Hastings, Nebr. 
Alliance, Nebr. 
Coffeyville, Kans. 
Winfield, Kans. 
Columbus, Ohio. 
Athens, Tex. 
Ogden, Utah. 
Rapid City, 8. Dak. 
St. Louis, Mo. 
Scranton, Pa. 
Philadelphia, Pa. 
North Adams, Mass. 
Milwaukee, Wis. 
Tacoma, Wash. 
Woonsocket, R. I. 
Tombstone, Ariz. 
Pittsfield, Mass. 
Ferriday, La. 
Haverhill, Mass. 
Cleveland, Ohio. 
Pratt, Kans. 
Denver, Colo. 
Washington, D.C. 


Mr. SummerrteLp. Many Members of the Congress have conducted 
public-opinion polls among their constituents on this rate question. 
These have shown widespread public support for rate increases by 
majorities of better than 2 to 1. 

Incidentally, I should like to have inserted in the record a letter 
from Mr. Andrew T. Walker, president of the New York Post Office 
Clerks’ Association, which I have just received. I would like to 
read this letter, if I may, Mr. Chairman. 

The CuHarrman. Very well. 

Mr. Summerrtevp. The letter is dated April 17, 1956, and is ad- 
dressed to me. He states: 


My Dear GENERAL SUMMERFIELD: Enclosed for your personal attention is a 
copy of our Branch One Postal News. 
In it I have taken the liberty of touching on an all-important subject now 


before the House Post Office and Civil Service Committee: A postage rate in- 
crease. 
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Your recent appearance before this committee testifying for a postage-rate 
increase did indeed reflect high credit not only upon yourself as an administra- 
tor but upon the postal service itself. 

Certainly our outmoded 1932 horse-and-buggy postage scale is sadly in need 
of revision. An upward revision would be in keeping with the modern trend 
of equal pay for services rendered. 

With sincere good wishes, I am 

Sincerely yours, 
AnpREwW T. WALKER, President. 

Mr. SumMerFiexp. It has been heartening to me, as I know it must 
have been to the members of the committee, to have had so many rep- 
resentatives of business testify to their ability and willingness to pay 
increased postage rates. This seems to me to be a sound conclusion, 
for today our gross national product is at an alltime high. Last 
year, you will recall, we enjoyed a record gross national product of 
$386.2 billion. Within a few years, experts now predict, our booming 
economy will reach an unprecedented annual economic output of $500 
billion of constant value. 

As a businessman myself, I was proud of the remarks made by the 
executive of a company which is a large user of the mails. This 
gentleman said: 


Mr. Chairman, no company likes to pay increased costs, but we feel as good 
citizens that the knowledge we have of this problem makes it the only logical 
solution to the overall problem. 


So we are not opposing these increased rates in spite of the increased costs 
to us. 


In closing, I want to express once again, Mr. Chairman, our most 
sincere thanks for this committee’s obvious determination to serve 


the public well. You are clearly evidencing that determination in 
this effort to develop a fiscal program which will enable the Depart- 
ment to more nearly balance expenditures against sore 


You have shown statesmanship of a very high order 
partisan approach to this involved problem. 

You have earned and you deserve the sincere thanks, not only of 
the Post Office Department, but also of all our citizens who know a 
sound fiscal policy in Government is in the best interest of every 
American. 

Mr. Chairman, I do not wish to let this opportunity pass without 
saying publicly that the Department’s appreciation and respect for 
this committee is of long standing. 

Over the past 3 years this committee has been sympathetic to the 
problems of the Post. Office Department and helpful to us in count- 
less ways. 

The bettering of working conditions for postal employees, the 
creation of an equitable salary and incentive structure, the decentral- 
ization of operations, and the many other programs undertaken to 
constantly improve the mail service to the American people, have all 
received your encouragement and support. 

We are grateful to you. We believe the people appreciate your 
conscientious and intelligent efforts in their behalf to assure the best 
possible mail service for this dynamic Nation. 

Thank you. 

The Cuarmman. Thank you, General Summerfield, for your very 
fine and informative statement. 

Now, are there any questions of the Postmaster General ? 


y your non- 
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Mr. Summerrieip. Before I conclude, may I just say a few words 
of a more personal nature ? 

The Cuarrman,. All right, sir. 

Mr. Summerrie.p. During the last 3 years, this committee, working 
with the Post Office Department, has been able to make a permanent 
historical contribution to the progress of the Post Office Department 
and the postal service. 

This committee has made a record which should earn the gratitude 
and the congratulations of every user of the mail service and of every 
employee in the service today. Your cooperation has helped us mod- 
ernize Our methods, reduce costs, better our service, advance the sta- 
tus and working conditions of our employees, improve our financial 
practices, and speed the mails in a great many ways. 

During the past 3 years, this committee has set a remarkable pat- 
tern of nonpartisanship—a pattern that is eminently fitting when we 
are dealing with a service that affects every person in the country every 
day of the year. 

Now, we have before us the final major step in the program of 
the Department’s modernization—the postal rate bill. lt is, in my 
opinion, a golden opportunity to climax this record of nonpartisan 
achievement. 

The nonpartisan importance of this legislation was emphasized 
dramatically and effectively when two distinguished former Post- 
masters General, James A. Farley and Jesse Donaldson, came for- 
ward and gave us of their wisdom and experience in separate reasoned 
pleas in behalf of postal rate increases. 

This bipartisanship is exemplified here also by the two senior mem- 
bers of this committee—Chairman Murray and Congressman Rees, 
There is no finer example in Government of a dedicated cooperative 
working spirit than the way in which these statesmen have worked 
together with our postal problems in the best interests of the American 
people. The Department and the country are tremendously indebted 
to them. 

I know how hard this committee has worked during these hearings. 
[ know the hard work you will face as this proposed legislation moves 
into your executive sessions. 

We are confident that the time and the effort we both have spent 
on this problem will produce beneficial results for the country. We 
believe this perennial problem of the postal deficit can and will be 
solved by your actions and that, in the future, our joint efforts can 
be centered on the continuing improvement of the mail service. 

Mr. Chairman, and members of the committee, we have reason to 
be proud of the distance we have traveled together in the interest 
of the common good. 

Now, today, we are on the threshold of our crowning achievement. 
It is my earnest hope that we shall step over this threshold together. 

‘The CrarrMANn. Are there any questions? 

Mr. Ruopes. Mr. Summerfield, I listened to your comment on 
preferential service. I noted that nothing was said about directory 
service. I understand it has been discontinued. Is that true? f 

Mr. Summerrietp. Yes, that is true. We found that the directory 
service was effective only in something less than 3 percent of the 
‘ases where we used that directory service, and the requests for direc- 
tory service came from very special interests, and they did not seem 





rds 


ing 
ent 
ent 


ide 
ery 
od- 
ta- 
‘ial 


at- 
we 
ery 


of 
my 
san 


zed 
yst - 
or- 
ned 


»m- 
Bes, 
‘ive 
ked 
can 
ted 


ifs. 


ves 


ent 
We 
be 


can 


. to 
‘est, 


ant. 
er. 


on 
ory 


ory 
the 
ec- 
em 


POSTAL RATE REVISION 835 


to reflect the desire of the general public. So, on the basis of the 
economy involved, we have not reinstated directory service. 

Mr. Ruopes. I have had a number of complaints about it. That 
is why I asked the question. 

Now, you said that 4-cent letter postage would be one of the best 
buys in the economy of the country 

You do not consider that 4-cent letter postage would be a better buy 
than to get service in sending a magazine through the mail, w hich 
service costs 12 cents, and getting that service for less than 1 cent? 

How can you justify an increase in first-class mail and not recom- 
mend a more substantial increase in second-class mail ¢ 

Mr. SumMeRrrFIELD. I thought we had made our point more clear than 
apparently we have. I should think if you properly evaluate every 
special service that first-class mail receives taking into consideration 
the service given to first-class mail as I have outlined it in my state- 
ment, that certainly 4 cents is a very reasonable price for the service 
one receives from first class, as against second class in sending 
magazines. 

Mr. Ruopes. Yes, I agree that the service is good for first-class mail, 
there is no question about that. But regardless of the amount. of 
service given, the Government still makes a substantial profit on first- 
class mail. 

Mr. SuMMERFIELD. That is not correct. 

Mr. Ruopes. Well, the figures show that we make $60 million on 
first-class mail. 

Mr. SummerrretD. I am sorry that you were not here yesterday, 
Mr. Rhodes. 

Mr. Ruopes. Because of the Pennsylvania primaries I have been 
absent for a number of days. 

Mr. SummerrFie.D. I am sorry that you were not in to hear the 
remarks of Mr. Stans, and to see the complete breakdown on first- 
class mail, which I am sure would satisfy you that the Post Office 
Department does not handle it at a profit. 

Mr. Ruopes. Then why do you show a $60 million profit in your 
report ? 

Mr. SumMeERFIELD. I would like to use the presentation on the chart. 
Would you suggest that we go over that with him, Mr. Chairman? 

The Cuarrman. No, he can refer to the testimony in the record. 

Mr. Ruopes. You referred to the testimony of former Postmaster 
General Jesse Donaldson. I note that he said in his statement: 

I believe it would be unjust to raise the rate on first-class mail until and unless 
there is a greater increase in the rate on second-class mail. I have not changed 
my opinion on this matter from that which I expressed to this committee in 
March 1951. 

Those of us who oppose this increase are concerned about the point 
which Mr. Donaldson made. I agree with that very much. 

Mr. Summerriep. I think he made it very clear that he believed in 
addition and had advised the committee several years ago about that, 
that. he, himself, proposed an increase of 100 percent in the seecond- 
class-mail rate. This Congress passed a 30-percent increase which 
would be payable during a period of 3 years, a 10-percent increase 
each year, and Mr. Donaldson advised at that. time that it should still 
pay a 70-percent increase. We have looked at the record very care- 
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fully. Congress expressed itself very definitely at that time that they 
did not care to go that high on second-class mail, that they thought 
that there should be some credit given for the lesser service that it 
receives in comparison to other classes of mail, first-cless mail particu- 
larly and airmail, and that consideration should be given also to the 
precedent which has been established over the last 20 years in failing 
to increase the costs, as costs went up in the Department in relation 
to the second-class mail that it has handled. 

We recognize those factors, and we feel frankly that many of the 
users of second-class mail are in a position to, and should, pay sub- 
stantially more than we are asking them to pay. We also recognize in 
that connection that we have to recognize the position of those who 
may not be able to effectively pay such a substantial increase. The 
cost is sort of a mean average, taking all of the factors into considera- 
tion. We cannot always enact legislation which is designed to collect 
precisely on the basis of the ability to pay. 

So, recognizing, we thought, the feeling of this Congress and the 
need, with proper consideration given to the deferred treatment that 
second-class, and third-class, mail receive as against that which first- 
class mail receives, we thus proposed an acceptable figure to the 
Congress. 

We recognize, of course, Congressman Rhodes, that it is in the 
hands of the committee to make the decision. You are the ratemaking 
body. We merely present to you our recommendations for consid- 
eration. 

Mr. Ruopes. You also mentioned the public opinion polls. I have 
not seen one of these polls where full information was given about 
first-class mail. The pollsters point out the fact that the Post Office 
Department has a deficit, but they never break it down in detail to 
show where the deficit really comes from. If people knew the whole 
truth, they would not be inclined to support an increase in first-class 
rates. 

Mr. SummerFIELD. Strangely enough, we are getting no protests 
from the people of this country on our suggestions for a 4-cent-mail 
rate on first class. : 

In all of my conversations with people over the country, I have 
found no objection to it. 

The people of the country are very, very conscious that there has 
been a growing cost in the handling of first class mail since 1932. They 
feel no segment of our population is exempt from the increased costs 
which have taken place over the last 24 years. 

As far as our studies are concerned, I think we have told the story 
rather satisfactorily. I think the people of this country are conscious 
of the amount of the deficit, and we have made very plain the reasons 
for the deficit. We have set it out innumerable times on the air 
and in speeches, and wherever we have had an opportunity to tell 
the story to the American people, and we have told it as conscientiously 
and as accurately as possible. 

Mr. Ruopes. I have not seen any of the stories connected with 
the polls that have given all of the facts and the true facts regarding 
the situation of first-class postage, not one. 

I know that many of these polls are designed to get the answer 
that the pollster wants. They are designed to influence public opinion 
rather than to measure it. 
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Mr. Summerrietp. Well, Congressman Rhodes, I cannot believe 
that you really mean that. 

Mr. Ruopgs. I certainly do with all my heart. 

Mr. SumMMeERFIELD. There are, of course, professional pollsters. I 
do not know what motivates them in taking polls other than I be- 
lieve that they try, in most instances, to get an honest expression 
from the public. I think that there are some 20 different Members 
of this Congress who have conducted polls. I certainly would be 
the last one to think of them doing it for any particular purpose 
other than to determine facts for themselves so that they can be guided 
by the wishes of their constituents. 

Mr. Brorums. Will the gentleman yield? 

Mr. Ruopes. Yes. 

Mr. Broyui. I took one of those polls. I sent out a questionnaire 
to every registered voter in the 10th Congressional District of Vir- 
ginia, which is right across the river from here. I received in reply 
over 15,000 answers. I think any professional poll taker would say 
that this is an unusual percentage of returns, and that it reflected an 
accurate cross section of the opinion of the people in my district. 

I do not think my questions were leading at all. In a questionnaire 
you cannot go into detail. One of the questions was: Do you favor 
a postal-rate increase as recommended by President Eisenhower to 
assist in cutting down the postal deficit, now over $1 million per day, 
and improving the service facilities? They were in favor of increas- 
ing the rates: 77.7 percent of them favored an increase, 17 percent 
opposed it, and 5.3 percent were noncommittal. 

This shows a ratio of better than 4% to 1. This question could 
have been altered either way but I do not believe you could have 
altered it to where you could have brought it down to where people 
would have opposed a rate increase. 

T am satisfied that the people of northern Virginia are overwhelm- 
ingly in favor of a rate increase of some sort, without getting into 
specific details as to where it should be distributed. I think that they 
are willing to leave it up to the discretion of Congress as to how it 
should be apportioned. I am satisfied that the results of my poll 
are accurate. 

Mr. Cortett. Will the gentleman yield further for a minute? 

Mr. Ruopes. Yes. 

Mr. Corserr. I want the record to show, without going into the 
merits or the demerits of any particular question, that I checked with 
the folding room as recently as a month ago and found out that there 
have been as many as 157 Members of Congress who have utilized 
polls. 

I am not at all certain that did not originate with some of that pro- 
cedure back in 1939. Later on, we then had Dr. Gallup come down 
here at his own suggestion trying to work out a system whereby we 
might conduct those polls by sampling various geographical areas so 
that we could have a national poll. That was impossible due to the 
inability to get some list of names that would be identical from State 
to State, because most States do not have automatic registration of 
voters. 

I might say to the gentleman, further, that some of the polls that 
have been conducted by Members have cost as much as $1,500. I do 
not believe that those individuals would be engaging in that expensive 
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an operation for the purpose of deceiving themselves. I think that 
these polltakings have been a very fine device, as our districts have 
gotten larger, for the purpose of ascertaining what the people of our 
distri icts are thinking on major issues. 

I do not regret so ‘much, but I am sorry that the gentleman put in 
a statement that would tend to discourage the taking of these polls by 
inferring that possibly we are trying to color the answers we get back 
and deceive ourselves. If that is what we are doing, we certainly are 
wasting our time, energy, and money. 

On the questions which I have put over the years, the gentleman 
knows I have not in times past been enthusiastic about rate increases, 
something short of that, 1am sure. My question that I used this year 
dealt only with nonlocal first-class mail. Unfortunately, it went out 
before this bill was before us or I would have raised the question to 
treat with the bill regarding first class. It simply said: 

Do you favor or oppose increasing the rate on nonlocal first-class mail to 4 
cents? 

We got better than a 2 to 1 affirmative answer. I can’t deny that 
record, even though it might be reluctant. 

Mr. Ruopsrs. I was not thinking of congressional polls. I am 
pointing to the commercial polls. 

And in congressional colle you influence the kind of answers you 


are going to get by the way you ask the questions. I am certain that 
I could put out a questionnaire in Mr. Broyhill’s district and get a far 
different answer to that question than he received. 

Mr. Gupser. Will the gentleman yield? 


Mr. Ruopes. Yes. 

The Cuamman. Mr. Gubser. 

Mr. Gupser. The question has been raised, polls could not be con- 
sidered as reliable because all the facts are not presented. Do you 
agree, Mr. Summerfield, it would have been possible, in accordance 
with Mr. Stans’ testimony of yesterday, to have presented the fact 
that when the postal deficits or losses are adjusted for intagible costs 
the loss on first-class mail would have been $293 million? 

Mr. SumMerrFrietp. Correct, sir. 

Mr. Gueser. If I may add a comment, if that statement were made 
in a poll, Tam sure the results would have been far more overwhelming 
on postal rates increase on first class. 

Mr. SuMMERFIELD. I agree with that. 

Mr. Moss. Will the gentleman yield? 

Mr. Gupser. Yes. 

The CuHatrman. Mr. Moss. 

Mr. Moss. You agree that polls are a poor substitute for reason 
and fact in the setting of rates? 

Mr. Summerrrievp. Certainly. 

The CuatrMan. I recall that 75 percent of fourth-class mail comes 
from business concerns. Many representatives of large business con- 
cerns are domiciled here. They have been in opposition to the in- 
crease in fourth-class mail, but there has been no opposition to the 
increase of first-class from 3 cents to 4 cents, by any business con- 
cerns. 

Mr. Moss. There was one witness. 

The Cuarrman. Very true. 





POSTAL RATE REVISION 839 


Mr. Moss. One person thought he was treated very roughtly, be- 
cause he did oppose an increase. 

The CnarrmMan. Mr. Moss, are there any other questions / 

Mr. Moss. No. 

The CHamman. Mr. Lesinski. 

Mr. Lestnski. This has a bearing on the subject and that is the 
reason I bring it up. It has no connection with rates. 

The CHarman. Will you speak up? The reporter cannot hear 
you. 

Mr. Lestnskt. This is a question directed toward service, not rates; 
but it has a bearing on this problem of ours. 

With respect to trains from the Midwestern States of Illinois and 
Ohio to New York with the mail, I understand there is one to be taken 
off, that is train No. 50. It arrives now in New York at 9:25. By 
transferring over to another train, that will get there in the morning 
at 4:50, That is roughly 8 hours difference. This train collects 
the mail from the States during the day and gets it to New York in 
the evenings so it can be worked during the night and delivered there 
the next morning, the next day. You have a service there of 24 
hours. Taking off this train, transferring it to the other train, the 
mail would not get there until the following morning at 5 o’clock. 
It means the mail would not be worked until that day and delivered 
the following day. 

How do the departments determine what train they should take off 
and put on? Is that according to service or according to the cost/ 

Mr. Gorr. This doesn’t have anything to do with postal rates. If 
we are to get through here, it is not in line with the discussion this 
morning. 

The CuatrMan. If you can answer the inquiry, Mr. Summerfield, I 
think you should do so. 

Mr. Summerrievp. I know the Congressman is deeply interested 
in the service, particularly from the Detroit area. I live in the same 
area. 

Congressman, on my desk was laid yesterday some recommenda- 
tions of adjustments in the handling of the mail in the Detroit area 
in relation to New York, and things for my consideration, which I am 
going to look at in the next 48 hours. I hope for some improvement 
to be made. We are constantly making those studies in all sections 
of the country. Trains are constantly changing their own schedules. 
Of necessity, we have to do it. 

Mr. Lestnsxki. This particular train is not going to change its sched- 
ule. I happen to know about that. 

Mr. StuMMERFIELD. It would be difficult for me to accept the sug- 
gestion that we take mail off one train and transfer it to another unless 
we are doing it with less time elapsed. If you have a case, if you will 
just outline that to me in a little memorandum, when I leave here today 
I will be happy to have it. We will check it immediately. 

Mr. Lestysxi. Thank you. 

The Cuamman. Are there any questions on the right, over here ? 

Mrs. St. George. 

Mrs. St. Grorce. General Summerfield, I know you have stated, and 
Mr. Stans has also stated, that even this 4-cent rate on first-class mail 
would not pay its way. Would there be any possibility of putting the 
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first class up to 5 cents and then taking off the domestic airmail rate 
entirely and stating that all first-class mail would go by the most 
expeditious means’ We are making most exhaustive experiments 
with air mail. Wouldn’t that offer the people something, say, that 
first-class mail does pay its way, with some preferential treatment ? 

Mr. SUMMERFIELD. Some countries use that system, as you know. 
Canada does. You would be surprised to know how many people say 
to me, “Why don’t you raise it to 5 cents instead of to 4?”, without 
even the suggestion of putting all the mail in the air. Any change 
that we make in the handling and transportation of mail, Mrs. St. 
George, has to be done very thoughtfully, very carefully, very de- 
liberately so as not to create any economic hardship on those miedinime 
of transportation who have provided services to take care of our 
capacities. I am speaking now of the railroads particularly, as well 
as the truck industry. Any change we make we have to consider not 
only the factor of expeditious delivery, but the economic factors, as 
well. 

Mrs. Sr. Grorcre. Don’t you also think in the foreseeable future, in 
the natural progress, it is going to force us to air transportation for 
first-class mail ? 

Mr. Summerrtetp. There is no doubt in my mind that more and 
more mail is going to go into the air. That is going to be brought 
about, if we had no particular reason or objective in expediting the 
delivery of the mail, by the removal from schedules of mail-carrying 
trains. That has been a historical fact and will undoubtedly con- 
tinue as areas become more and more congested. More will go to 
highway, the less passenger travel, the less the railroads can afford 
to maintain at such great loss as they are presently maintaining their 
passenger service. As progress is made in that direction, obviously 
we are going to have to make progress in the other. 

Mrs. St. Georce. I don’t think they could possibly handle all the 
mail in the air, anyway; there is not enough space for them. 

Mr. SummerFrieLp. That is true. 

Mrs. St. Grorce. It would only be a method to take full effect in 
the future. Personally, I don’t believe the general public would ob- 
ject to it. I think they would be willing to pay 5 cents for the first- 
class mail, with the proposition it would get the best handling possible. 
I have had no complaint, I must say, from my own people in raising 
the first-class rate. I have had a great many tell me they thought 
second class should go higher than it is going in this bill. 

There, again, I think we have to do it gradually. I am sure that 
is your thought as regards second class. 

Mr. Summerrterp. It is awfully hard for us in one bill to recom- 
mend changes sufficiently to offset the errors of omission over a period 
of 20 years—the years accumulate. 

The Cuarrman. Mr. Gross. 

Mr. Gross. Mr. Chairman, Mr. Summerfield said Mr. Stans spoke 
of the splendid state of our economy in this.country. I didn’t say 
anything about it yesterday, but you come along today and add to it. 
T am now compelled to say something. You say that our economy is 
“booming” economy. I want this record to show that the economy 
isn’t booming out in the Midwest, despite what you and Mr. Stans 
might think, and I don’t believe you think the economy in that part 
of the country is booming. 
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Mr. Summerriecp. I, too, am equally concerned with you, with the 
particular problem you have in mind. I am sure the administration 
is paying very special attention to the problem, and has been. 

. Gross. I want the record to show that I take exception to any 
statement that is all inclusive as indicating that the economy is boom- 
ing in the Middle West, for it isn’t. 

‘ou have correctly referred to Public Law 137, Mr. Summerfield, 
that services performed by any Federal agencies identifiable as in- 
dividual organizations, and I quote, should 


self-sustaining to the full extent possible. 

You didn’t go on and quote the rest of the law which says: 

Provided nothing in this title shall repeal or modify any existing statutes pro- 
hibiting the collection, fixing the amount or directing the disposition of any fee, 
charge or price: Provided further, That nothing contained in this title shall re- 
peal or modify any existing statutes prescribing bases for the calculation of any 
fee, charge or price— 

and so on. 

I note that you have had nothing in your statement to say about 
the Commission which is proposed under title II which constitutes 
the bulk of the bill presently before us. Since you cite Public Law 
137, I wonder if you still are insisting upon title IT of this bill? 

Mr. Summerrrerp. Mr. Congressman, I am glad you mentioned 
that. 

It has been my experience, I have spent a good many hours with this 
fine committee on the very comprehensive, difficult problem of rate 
increases over a period of 3 years. The Department felt that it should 
properly suggest to this committee for consideration by the Congress, 
a method by which much of the time which has been spent over the 
years by this Department seeking technical information and data, 
which neither the Department nor the Congress is really equipped 
to provide, to make it easier for the Congress to decide what the rates 
should be on all classes of mail. What we tried to do here was rec- 
ognize tradition. You have one rate committee in the Interstate 
Commerce Commission. You set up a similar committee for the 
Civil Aeronautics Board. That was the reason we chose the route 
we did in presenting this Commission form to this committee for con- 
sideration. We are merely trying to be helpful to you, to save of your 
time and effort, as well as the Post Office Department, in trying to 
provide a Commission that might well do the detail work for this 
Congress, of course, and follow out the policies as stipulated by this 
committee and the Congress. : 

The guideposts, of course, would have to come from this committee. 
We were merely trying to be helpful and suggest a way in which we 
could more effectively and efficiently do the job of setting rates. 

Mr. Gross. The question is, are you still insisting on title II, as read! 

Mr. Summerrietp. I hope I have never given this committee the 
impression I am ever insisting on anything. All we can do is to the 
best of our ability submit proposals, plans to this committee for con- 
sideration and, we hope, adoption. I wouldn't be so presumptious, sir. 

Mr. Gross. You have in your statement taken up the matter of in- 
crease in first-class rates, increase in second class, and increase in third 
class. In no part of the statement have you made mention of the Com- 
mission. That is why I asked the question, whether you are still in 
favor of the Commission to establish rates. 
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Mr. SumMerrrevp. I am sure the Congressman agrees with me that 
we could in more expeditious manner handle the whole problem of 
rate fixing. 

Mr. Gross. That might be true. That might be entirely true, but 
we would be delegating a lot of authority from Congress. We are con- 
fronted today by a subcommittee of the Appropriations Committee, 
which wants to increase salaries by virtue of legislation on an appro- 
priations bill. Some of us don’t like that very well, because we have 
certain rules dealing with the authority of committees. 

Of course, the law with respect to fixing the postal rates has never 
been set aside, or repealed. It would be with the establishment of 
this Commission. I just wondered what your feeling was on that, 
since you hadn’t mentioned it in your statement. 

Mr. Gurser. Will the gentleman yield? 

Mr. Gross. Yes; in a minute. 

We had the Secretary of Commerce before us the other day. It 
seems to me there are measurable services in the Commerce Depart- 
ment and various other departments of Government that can be 
charged for. But I don’t believe anyone contends, I doubt that you 
contend in the matter of the services provided for the Civil Aeronau- 
tics Administrations to the commercial airlines of the country, the 
Patent Office, various other services rendered the country, the people 
of the country, that the departments are charging fees commensurate 
with the services performed. 

Do you feel they are? 

Mr. Summerrievp. I would like to answer your first question, first. 
You apparently did not hear what I said in the reading of my state- 
ment this morning, about the Rate Commission. I would like to read 
it again. I tried to be very specific about it, Mr. Congressman. 

As I stated in my testimony, I am repeating: 

As I stated in my testimony on March 13, 1956, “the establishment of a rate- 
making Commission does not mean the Congress will relinquish control over the 
postal rate structure” since “it is intended that the Congress maintain control 
over postal rates through policy guidance while the Commission gives specific 
expression to such policies.” 

That is all T ask. 

Mr. Gross. It seems to me we would be relinquishing almost com- 
plete authority over postal rates. Iam sorry I did not hear that part 
of your statement. 

Mr. SumMMerFreip. You need not, under the broad language we 
propose. You establish your policies completely. We make no sug- 
gestion as to the policies. These policies establish, or suggest 

Mrs. Sr. Grorer. Would the gentleman yield ? 

Mr. Gross. Yes. 

Mrs. St. Grorce. I would like to point out in your statement you 
ended up with a sentence that read: 

It would be regrettable if discussion on this matter now were permitted to 


interfere or delay action on the immediate and urgent need for rate increases to 
offset the present heavy postal deficit. 


I take it this takes a secondary place in your mind? 
Mr. Summerrrewp. It does, Mrs. St. George. 

Mrs. St. Georce. Thank you. 

The Cuarrman. Are there any other questions? 
Mr. Gross. One more question. 
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Mr. Summerfield, I had this United Nations thing before the com- 
mittee. This came down. There has been considerable comment on 
postal rates charged in Canada. It seems everybody is sold on the 
rates in Canada, the Canadian postal system. 

This came out of Canada. It came with this backing. This book 

came out of Montreal, Canada. There was a charge of 5 cents for 
sending it to my office in Washington, D.C. Also attached to it was 
a personal letter from the president of Seagrams eee leries. I 
wanted to mail a copy of this to an acquaintance in Washington, D. C. 
I put this in one of my own envelopes in this eg without any 
backing. It took 10 cents for me to send it to Northwest Washing- 
ton. I don’t understand. There was considerable less weight. I 
don’t understand the differential in rate as between Canada and the 
United States. 

Mr. Sc errrevp. I can’t answer that particular question. I can 
probably have it answered for you easily enough. 

Mr. Gross. I hope somebody will. I don’t want to take any more 
time of the committee. 

Mr. Scummerrrevp. Did that come first class from Canada? 

Mr. Gross. Yes; apparently it did. 

Mrs. St. Grorce. Yes: it was sealed. 

Mr. Gross. In order to avail myself of the 10-cent rate here, I had to 
send this unsealed. My office tol 1 me it would cost, I be art ve, 30 cents 
to send this sealed, addressed to the northwest P rt of Wa ; 

I should like some enlighten ment as to wl ny if the Can lans have 

uch a perfect system of rates and mail service, it only costs 5 cents 
wad the whole works down here, inclu iia a personal letter, 
must pay 10 cents to get it across town. 

Mr. Scumerrievp. If I may have those exhibits 
this morning, we will give you a detailed answer to thi 

Mr. Gross. I would be delighted for a to have 3 
th ough, because I intend to make use of it | eR 

Mr. Sumerrrecp. You probably will recall 
without having it In your possession, 

Mr. Gross. Very well. 

The CHamman. Mr. Dowdy, do you have an: 

Mr. Downy. Yes. I have just a few questions. 

I want for my own mind to simplify some of the large figures, one of 
the large figures at least, that were given, so I can understand it. 
I am accused of trying to simplify things. I have to do that to under- 
stand them, Mr. Summerfield. 

The statement was made when you were here at the beginning 
of the hearings, that over a 10-year period the total! deficit in the Post 
Office Department was $4.6 billion. 

Mr. Sumerrrevp. That is right. 

Mr. Downy. I checked up to get some figures at that time. It ] 
been so long ago that I have misplaced them, but the substance ‘of 3 it 
was that $1 billion of that is composed of airmail subsidies, which the 
Department no longer pays, and in my opinion should never aoe 
been charged to support of the subsidy of tl he Post Office Department. 

Another item included in that is the carrying of Government ma 
penalty mail 

Mr. Scm™errievp. Free for the blind. 


54 
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Mr. Dowpy. I don’t think I included that; and penalty mail, and 
franked mail; in that entire period, included in this 10-year period, 
it is $1 billion. Is that approximately correct? 

Mr. SumMeErFIeLp. Mr. Stans. 

Mr. Srans. If I may, I would like to cover that. It was covered in 
considerable detail in my testimony. 

Mr. Dowpy. I may have missed some of it. 

Mr. Srans. The ee included the subsidy costs contained in the 
postal deficit for the last 10 years. There were three items, mail trans- 
portation subsidies, $492.5 million; services performed for other de- 
partments, $424.5 million, including penalty mail and all the rest; 
rate advantages to specified users, that is the exempt publications and 
the other low rates, and free mail to the blind—all of those put together 
amounted to $118.4 million. The total was $1,035 million. 

Mr. Dowpy. The only things I am interested in with reference to 
this $4.6 billion, are the things that are no longer chargeable to the 
Post Office Department, showing the deficit in that. 

The CrarMan. Will the gentleman speak a little louder? 

Mr. Dowpy. That would amount to about $1 billion for those 10 
years. 

Mr. Stans. One billion dollars. In the chart handed out to the 
committee yesterday, and displayed, it also showed that during that 
same period of time, postal costs paid by other Government depart- 
ments amounted to $1,419 million. So a complete recomputation of 
the deficit from the figure $4.6 shown by our books, to take into account 
all of these items, produces a result of a postal deficit of a little over $5 
billion in the last 10 years. 

Mr. Dowpy. Postal charges paid now? 

Mr. Stans. Costs of moving mail paid by other departments of the 
Government. 

Mr. Dowpy. They don’t show up; those things don’t show up in a 
postal deficit, do they ? 

Mr. Stans. No, but they are paid by the Government, of course, 
part of the cost of the mails paid by the taxpayers. 

Mr. Dowpy. Of course, when you come to that, the taxpayers have 
to pay this deficit one way or another, I mean pay the cost one way 
or another. What I am trying to get, I am dealing with the figures 
here of the $4.6 billion that were given. I would have to have more 
information before I would understand new figures you bring in. 

Mr. Srans. If you would refer, Mr. Dowdy, to chart No. 3, that I 
handed out yesterday, the computation is on the basis you asked for it; 
also on the additional basis that I mentioned before. 

Mr. Dowpy. That is the retirement pay accrual, the workmen’s com- 
pensation, and depreciation on buildings? 

Mr. Srans. Yes. 

Mr. Dowpy. I am not going to disagree with- your idea there that 
that perhaps should be charged as part of the cost of the operation 
of the postal department; but it never has been. For that reason, 
I was not trying to consider it here in these questions. 

Mr. Stans. We are in agreement on the figures, sir. 

Mr. Dowpy. That would leave $3.6 billion; now, wouldn’t at least 
$2 a of that be attributable to second-class mail over that 10-year 
period f 
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Mr. Srans. That depends there on the method of computation. If 
we take—— 

Mr. Downy. I am not changing it from what it has always been 
considered. I am not considering now what you call intangible— 
what is that term you called it, intangible factors? One you called 
the cost reallocation for first-class mail; you call it something else 
for second-class mail. 

Mr. Stans. Wetry not to. It is the same concept, so the same words 
should apply to both. 

Mr. Dowpy. That is the point that struck my mind yesterday during 
your testimony, that you were considering first-class mail one way 
and second-class another. 

Mr. Stans. Only in the sense that second-class mail takes a minus 
factor in the cost reallocation and first-class mail takes a plus factor 
in the cost reallocation. 

Mr. Dowpy. You didn’t carry your reasoning far enough. You did 
not bring the second class up in the same proportion you did the first- 
class mail. 

Mr. Srans. I will be very glad to clarify that, if the Congressman 
would indicate just what he would like to have cleared up. 

Mr. Dowpy. We are getting a little bit away from the questions 
I had in mind. You will recall yesterday I asked you about your 
reasoning on the first-class mail rate, then taking some other reasoning 
for your second class, that prevented you from asking for $93 billion 
increase in your second-class rate, while you were asking for $371 
million in first class. 

Mr. Stans. Yes, I am aware of that. You are pointing to the fact 
that in second-class mail our bill does not ask for the full amount that 
our computations indicate that they need. 

Mr. Downy. That is right. 

Mr. Stans. As was explained yesterday by me and by the general 
this morning. 

Mr. Dowpy. That is correct, isn’t it? That about 2 billion dollars 
of that 4, I have got it down to $3.6, about $2 billion of that is at- 
tributable to the second-class deficit over the 10-year period! 

Mr. Srans. On the basis of fully allocated costs, there is about 
$2 billion of this that represents the excess of those costs over revenues 
in second-class mail through the 10 years. 

Mr. Downy. I didn’t check it to be exact. knew last year it ran 
$235 million. I assumed over 10 years it would run close to the 2 
billion. That would leave $1,000,600,000 for 10 years, which would 
be about $160 million a year, for losses from other sources, whether it 
is third-elass mail, as you say now, or some of the other services of 
the Department that are not reimbursed—like your free mail for the 
blind and other things that you are not reimbursed for, at the present 
time, I mean. ; 

Mr. Stans. I will agree with your arithmetic, without agreeing 
with the premise which you are making. 

Mr. Dowpy. I understand the Post Office Department has always 
in the past figured out its deficit on that basis. I haven't tried to 
reconcile it with the new presentation here. The reason I haven't 
s that vou treated the first and second class as you did yesterday. 

Talking about second-class mail, I suppose one of the major pur- 
poses of second-class mail is to be sure that information is distributed 
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all over the country for the education of the American people through 
the printed word, for their entertainment and their enlightenment, 
and, of course, in that connection, continuation of the free press. 

I would say that that at least may be as important to all of the 

American people as is the adequate defense of our country or a pros- 
perous farm population, as Mr. Gross has been talking about. But is 
that a valid reason, in your opinion, why that first-class mail user 
should pay for the second-class subsidy, because it is a subsidy? Or 
is it proper to say to the users of the first-class mail that we are adding 
to their mail costs because someone must pay for the losses suffered 
by the Government in carrying second-class mail ; or should it be a cost 
to all of the American people, from the general tax fund, because it is 
important to our national welfare and not just to the users of first- 
class mail? 

Mr. Srans. First, Mr. Congressman, with the greatest of respect, I 
must say that our approach is not to take the second-class subsidy 
add it to first-class mail in any sense of the word. 

Mr. Dowpy. I understood in the original presentation that was 
the way. 

Mr. Stans. What we are doing is reallocating the cost to take into 
account the differences in services and values affecting in the various 
classes of mail, which is something else again, an entirely different 
concept. We are not asking first-class mail to pay a subsidy for 
second-class mail. We are asking first-class mail to pay a greater, 
proper share of the cost of running the Department. 

Mr. Dowvy. As I understood the original presentation—it was 
the first day of the hearing; I don’t think I am wrong about it— 
the way you arrived at the amount chargeable to first-class mail was 
to decide how much you were losing on second-class mail, how much 
you were losing on third-class mail, and add that to the first-class to 
make up the difference. 

Mr. Srans. If I may refer to charts handed out yesterday, I think 
chart 1 explains it very clearly. We determined what. the costs were 
on second-class mail and said second-class mail should pay 50 per- 
cent of its cost. We determined what the costs were on third-class 
mail and said that third-class mail should now pay 75 percent of its 
cost, because of the difference in the value of the mail and the dif- 
ference in the service. Then first-class mail should pay an additional 

share of cost equal to the sum of those differentials, because of the 
preferred service and premium service that it receives. 

Mr. Downy. aa at is just about what I said, isn’t it? 

Mr. Srans. I don’t think so. I think there is a difference between 
us that may be important. We say that if the costs are properly re- 


allocated. it costs more than 4 cents an ounce r ight now to handle first- 
class mail. 


Mr. Summerrrecp. That is right. 

Mr. Correrr. Had you finished ? 

Mr. Downy. I will yield. 

Mr. Corrrrr. I have a question. 

The Cuarmman. Mr. Corbett. 

Mr. Corretr. I want to ask you this: I recall in your earlier testi- 
mony, the matter of the 50 percent and the 75 percent came up and 


you had stated there was a commission or a study group or someone 
that had arrived at those figures. 


rand 
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Could you give me just briefly a little history of that, who was on 
it¢ It is very vital. | 

Mr. SuMMERFIELD. Yes. 

Mr. Stans. Back in 1953, when we appeared before this committee, 
we expressed the theory that I have discussed this morning: That 
differential pricing should be applied in determining the rates on 
the various classes of mail, that second-class mail should not pay its 
full cost because of the difference in service and value, and so forth, 
and that first-class mail should bear a greater portion of the cost. 
We did not apply any figures at that time because we had never made 
any studies as to just how the costs should be reallocated. 

After the hearings, the Deputy Postmaster General—at that time 
Mr. Hook—-appointed a committee of post office people, career execu- 
tives 

Mr. Cornerr. I am inclined to interrupt. If you advanced t 
testimony yesterday, it is available in vesterday’s transcript. 

Mr. Srans. That part is available in yesterday's statement. 

Mr. Corserr. Then I can find that, sir. 

The study was made by a capable group. These recommendations 
came out because of the preferred service, because of the benefits to 
the receivers of second-class mail, and so on: that was the basis? 

Mr. Stans. Yes, sir: and the feeling we had not carried our case 
as far in 1953 as we might have. So we set about to determine the 
evaluation of these factors in the best judgment of postal people, the 
people who themselves were familiar with the handling of the mail, 
the way it moved, the priorities and the preferments it received, and 
so forth. They were the ones who made these evaluations. You asked 
forthenames. Would you like the names? 

Mr. Corserr. Yes, if they are not in the record, I would. 

Mr. Stans. They are not in the record. 

Mr. A. B. Strom, who then was administrative assistant to the 
Deputy Postmaster General; Mr. J. T. Nelson, Executive Director of 
the Bureau of Post Office Operations: Mr. Irving I. Raines, Director 
of the Division of Postal Rates: Mr. M. B. Feimster, Director of the 
Division of Procedures and Systems; Mr. Howard Coonan, a post 
office inspector who is now the regional director in New York: Mr. 
A. C. Hahn, Executive Director of the Bureau of Transportation ; 
Mr. Robert H. Brinkmyer, administrative aid to the Assistant Post- 
master General in the Bureau of Facilities. All are career people 
of long service, with the exception of Mr. Raines. I believe. who was 
more recent, who knew the flow of the mail, the way in which it is 
handled, and so forth. 

Mr. Correrr. I think that is very important to the work of the 
committe. That is why I took so much time. 

I would like to address myself just one moment to you, Mr. Dowdy, 
on the matter of the subsidy. I think you and I are in full agreement 
that a subsidy is being paid on second class. We might not be in so 
much agreement as to how justified it is. 

I am not satisfied the 50 percent figure isn’t a little high; but I think 
it is pretty clear, and I hope it is clear if we justify a reduced rate for 
second, we recognize the thing as a subsidy to the American people, 
chargeable to the General Treasury. 

Mr. Dowpy. That was what I was questioning about right there. 
As to the amount of it, I didn’t try to set an amount for subsidy, or 
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how much the amount ought to be. It was just the principle of the 
thing that I was talking about. 

The Cuatrman. Mr. Alexander. 

Mr. Atexanper. Yes. Mr. Postmaster General, with regard to first 
class, and so forth, under the cost ascertainment system during the 
year 1955, for all of first-class mail, how much of a deficit did we have 
inthat? Or just where do we stand in that? 

Mr. SuMMeERFIELD. Well, 1955 did not include the major portion of 
the increases of salaries, wages, fringe benefits, et cetera. On a purely 
allocated cost basis, the overweight mail with additional ounces re- 
turned a greater amount than the cost. So our first figures that were 
released showed there was $63 million, I believe was the figure, over 
and above the allocated costs. 

Mr. Arexanpber. It is hard for me to understand the statements. I 
believe you said the charge to the first-class mail uses should not be 
anything less than 5 cents. Still, it will be part of the actual cost 
charged to the taxpayer. Would you mind expanding on that? 

Mr. SuMMERFIELD. No. 

We were trying to make it more clear to you and to the general 
public, of some of the costs that are more or less hidden insofar as 
the cost allocation system is concerned. The costs that the taxpayer 
has to pay for services of the employees of the Post Office Depart- 
ment, that are not charged directly to the mail service, for instance 
the retirement fund and items such as that, or social security, should 
be so charged, in our opinion. Certainly some reporting procedures 
should be set up to determine the amount chargeable to the Depart- 
ment, which had not heretofore been done. So we included those 
costs in our figures which would be the total costs that are directly 
applicable and would be in any business. 

Mr. ALexanper. They have never been included in cost ascertain- 
ment or charged to the Post Office Department heretofore. 

Mr. SummrrrieLD. That is correct. 

The CuarrmMan. Mr. Moss. 

Mr. Moss. Mr. Summerfield, I am interested in Public Law 137 
which states that services applicable to identifiable individuals or 
organizations shall be self-sustaining to the fullest extent possible. 

Mr. SUMMERFIELD. Yes. 

Mr. Moss. Is there implied, in that law, that those who receive the 
services shall pay for the service received, or for the entire costs of 
a departmental operation ? 

Mr. SumMeErFIELD. I don’t think you could properly separate them. 
Whatever the costs are of the operation, wherever they are paid, if 
identifiable, should certainly be included in this instance. 

Mr. Moss. Here we have a group of individual rate-payers, identi- 
fiable to the service they buy, with the rate they pay. We are also 
faced with the problem of what do we do with the cost of services 
not covered by rates? 

Now is it the position of the Department that in the totality, or 
assigned costs, the Department should be fully self-supporting from 
the rate structure itself? 

Mr. SuMMERFIELD. Let me see if I understand you correctly. Should 
we charge, for instance, if you take one particular class of mail, second- 
class mail 
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Mr. Moss. No, I said in the totality of its operation, shouldn’t the 
Department be fully self-sustaining for those costs assigned to it? 

Mr. SUMMERFIELD. Yes, excepting those items that are definitely 
matters of public service and so identified by the Congress. 

Mr. Moss. What do we do with those ? 

Mr. SumMerrrev. I think those should be charged to a general 
fund. 

Mr. Moss. Asa deficit for the Department ! 

Mr. Summerrrevp. I think the Department should be given credit 
for those. 

Mr. Moss. Then the determination that we are going to have to 
make—certainly we should make it if we have any idea of establish- 
ing a Rate Commission—is which of the deficit handled items are 
assignable to public service and which should be reallocated through 
some formula internally and absorbed by other ratepayers; is that 
correct f 

Mr. SuMMERFIELD. Yes. 

Mr. Cornett. Will the gentleman yield there just a moment? 

Mr. Moss. In a moment. 

We have had Mr. Stans’ statement. I am very sorry I was not able 
to be present yesterday. I had a conflict in committee schedules. We 
have the mention of items which are not costs assigned to the Post 
Office Department, and if we consider them at all in this committee I 
think we should consider them in the broad policy basis because they 
are costs not assigned generally, to any department of the Govern- 
ment. 

Mr. Sum™errretp. Such as? 

Mr. Moss. Retirement pay accrual. Do we require each of the de 
partments to reimburse the civil service retirement system for the re- 
tirement accruals on their employees? Or is that a separately appro- 
priated item ? 

Mr. Scumerrtievb. [ think it should be taken into consideration in 
arriving at the costs in the Post Office Department, because they are 
applicable. They do concern individuals working on the payroll at 
the Post Office Department. 

Mr. Moss. There is a broader policy question involved, that IS, 
whether we intend to assign to each of the departments and agencies 
of Government the accrued costs for retirement rights of their 
=e 

Mr. SumMerFre.p. I think where you are providing - identifiable 
service ‘to identifiable patrons, that consideration should be given to 
those factors. 

Mr. Moss. Would that be true just as much for the employees of 
Agriculture and Justice? 

Mr. Suwoerrre. I think there is a distinct difference. The law 
is explicit in what it says there. If they are identifiable, as I tried 
to give you in my presentation, the difference is what is a tax, on the 
one hand, as against a service fee, on the other hand. I tried to dif- 
ferentiate there, I thought clearly, so that when you consider the prob- 
lem of ratemaking and cost allocation in the Post Office Department 
you can identify clearly what those costs are in relation to the service 
rendered. 

Mr. Moss. Should we set the fees in connection with our Federal 
courts at a level to sustain completely the courts? That is an identi- 
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fiable group of people who use the courts. Should the fees there re- 
flect. a rate which would completely reimburse the Government for 
costs of operating courts ? 

Mr. SuMMeERFIELD. You are getting into an area where I can’t quite 
get the import 

Mr. Moss. We are faced with a broader question than just postal 
policy when we talk of the items which are not assigned to costs of the 
Department, either presently or in the future. It is not even proposed 
in this legislation to assign them as costs to the Department. They 
should be handled as Congress has traditionally handled them. That 
would be true on depreciation on buildings. We don’t set up deprecia- 
tion reserves in the Federal Government and assign them to the agen- 
cies. We buy a building ultimately, without any rhyme or reason, 
and because we have no clearcut policy on replacement of buildings 
we may decide to replace the building. We have no reserve set up. 
No department has been paying into any reserve for the replacement 
of that building, nor do we maintain on a governmentwide basis, either 
in General Services or any other department or agency, any method 
whereby-we give any consideration to depreci ation on buildings or 
facilities. So we are dealing there again with a policy much broader 
than just the Post Office Department. 

So are we going to consider these costs in the overall setting of rates, 
or charging for services? 

Mr. SummerrretD. I think there is a distinct difference between 
those departments of Government that cannot identify the particular 
services to the individual patrons served, and those that can determine 
the costs of individual service. 

Mr. Moss. Most of them can ; in some isolated instances, almost every 
department renders some service which is charged for. 

Mr, SumMerrieLp. Mr. Congressman, because the Department in 
the past has failed to recognize these factors, doesn’t necessarily pre- 
clude the desirability of doing so today, in our opinion. 

Mr. Moss. The question is, based on this fact, that we are not recog- 
nizing that from a practical point of view of appropriating for them 
in the Congress. We are not going to look to the Post Office Depart- 
meut to have a reserve for depreciation of buildings or equipment, and 
I doubt if the Appropriations Committee would give vou an amount 
each year to go into a reserve for the replacement of buildings or facili- 
ties in the Post Office Department. Therefore, there is no reason here, 
without changing the much broader policy, of recognizing those fac- 
tors in ratemaking. 

Mr. SumMERrFIELD. Mr. Stans has a comment to make on the Senate 
Advisory Council report. I am not equally familiar with it. 

Mr. Srans. I would like to say this: The suggestion that these costs 
be included emanated originally from the Hoover Commission Report 
of 1948. The Senate Advisory Committee in 1954, who studied the 
post office, also recommended that all of these costs be included as part 
of the Post Office Department costs. 

Now, I may be straining the point as an accountant, but to me cost 
is cost, whoever pays it. 

Mr. Moss. I agree with you completely ; but congressional policy is 

congressional policy, if that advisory recommendation is not the law 
ofthe land. We are dealing here with the procedures of the Congress 
under the laws which exist. We do not appropriate department by 
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department. Perhaps we should. I won't argue that point, but per- 
haps we should require each department, each agency to reimburse 
fully the civil service retirement system. I think it would be a much 
better:methed than we presently employ. The fact is that. we are-not 
employing that now. That at the moment is not the rule. 

Mr. SUMMERFIELD. You are charged with the responsibility of set- 
ting postal rates, sir. That is what we are all trying to do. 

Mr. Moss. That, I agree. 

Mr. SUMMERFIELD. We are trying to give you every bit of informa- 
tion relative to this problem of ratemaking. 

Mr. Moss. Your assigned costs to the Department have been pro- 
vided for and are reimbursed annually in the appropriation bills. 

Mr. Gusser. Will the gentleman yield / 

Mr. Moss. You get an appropriation from the Appropriations Com- 
mittee for assigned costs of operating the Department. 

Mr. SUMMERFIELD. That is correct. 

Mr. Moss. If we are going to try to have a rate structure, the De- 
partment indicates we should underwrite assigned costs plus these 
other costs which could under a business operation certainly be 
charged to your operation; but under the Government operation they 
are not so charged. Even if we recognize them, it still isn’t going to 
change the method of appropriation. 

Mr. SUMMERFIELD. Probably not, sir. But I can’t yield to the 
thought that recognition should not be given for those factors when 
you are setting rates. It is entirely ditferent. The Department of 
Commerce is not setting rates. The Attorney General’s Office is not 
setting rates. This committee is setting rates. 

Mr. Moss. The Department of Commerce sells services, quite a 
number of them. It provides quite important services to business. 

Mr. SummerrieLp. Are they identifiable ? 

Mr. Moss. I think many of them could be identified. 

Mr. SuMMERFIELD. If they should, I think it is the intent of the 
Congress to charge for it and it, should be followed. 

Mr. Moss. The aids that we give to the airlines—certainly they 
couldn’t operate without those aids. They can be identified as to use. 
There are many of those services which could be identified. Here we 
are dealing with the identifying now of the service we are giving to 
the individual rate users. If we in this committee should pass the 
bill tomorrow which would cerate another class of mail, who should 
pay for that? Should it be absorbed internally and allocated meee 
the present users of the mail or, because it recommends the considerec 
policy of the Congress, should it be a charge against the broader tax 
base to permit all of the public, all of the taxpayers, to participate in 
providing that increase ? 

Mr. SummerFreLD. Of course, the members of this committee are 
much better qualified to interpret the meaning and intent of the Con- 
gress presently and over the years, in the past, than I am. 

On the other hand, we are here today proposing and have been now 
for quite a number of weeks proposing that action be taken by this 
committee, and through this committe, the Congress of the United 
States, to correct an unconscionable deficit condition that exists in the 
Post Office Department. We have tried to conscientiously and accu- 
‘ately, in great detail, give you a complete breakdown of all the costs 
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that have been heretofore applied to our cost-allocation system and the 
other costs that have not been recognized properly. Then after you 
consider fully all of those factors, it is in your hands, then, of course, 
to adjust those rates. We can’t debate that. I isn’t something you 
can brush under the carpet. We have to reckon with it. We feel that 
in the bill we have presented to you, Congressman Moss, we have 
presented not only reasonable, defendable, explainable increases. in 
rates, justifiable rates, but also a system, a statement of broad policy 
which is equally broad with those of the other commissions the Con- 
gress has heretofore set up for similar purposes of rate-making. 

Mr. Moss. General Summerfield, I would like to say I agree with 
you that all deficits are unconscionable unless there is an impelling 
reason for its existence. 

Mr. Summerrietp. I am sure the Congressman would make no 
attempt to defend the deficit accumulated in the Post Office Depart- 
ment over the past 10 years. 

Mr. Moss. I am very conscious of the fact that Government deficits 
arise, not only because of the operations of the Post Office Depart- 
ment, but because of the many public services which the Government 
doesn’t give, but provides for at the expense of the citizens, to the 
citizens. 

Mr. SumMerFieLp. Correct. 

Mr. Moss. They were providing services in many other depart- 
ments. To the extent possible, we are charging something for some of 
those services. That is what we are here facing in this question. 

I think your policy statement here leaves unanswered a very im- 
portant question of what do we do with the excess of costs over reve- 
nue, from the various classes of mail. Is it a charge to be absorbed 
internally through reallocation to other ratepayers, or is it properly 
a public-service charge to be treated as a public service given to any 
other Department of Government ? 

Mr. Summerrietp. That is the question that this Committee will 
have to decide. 

Mr. Moss. Don’t you think we would have to decide it very definitely 
if we create a rate commission, because unlike the Interstate Commerce 
Commission 

Mr. SuMMERFIELD. Yes. 

Mr. Moss. And the Civil Aeronautics—that is a different situation ? 

Mr. SumMmerFrevp. Let me qualify the statement, sir. If you adopt 
title II of our proposal, you might want to spell out probably even 
more specifically than we have. However, the other departments that 
have proceeded to write rates, an important number of rates, for a 
number of years have been reasonably satisfactory, without further 
definition. 

Mr. Moss. Not rates for Government. 

The CHatrman. Will the gentleman yield now? 

Mr. Gupser. Will the gentleman yield before he completes his 
question ? 

Mr. Moss. The Interstate Commerce Commission and the Civil 
Aeronautics Board 

The Cuamman. First, let’s decide whether we are going to try to 
finish today or whether we will call the Postmaster General to come 
back tomorrow. There are a number of other questions. It is now 
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12 o'clock. The House is in session. What is the wish of the 
committee ¢ 

Mr. Gusser. I wish to ask a question now, if I could. 

The CHamman. We can’t stay here much longer. The House is 
now in session. 

Mr. Moss. I have some more questions. I assume others apparently 
have, too. 

The Cuarmman. When will it suit you to come back, General Sum- 
merfield ¢ 

Mr. SUMMERFIELD. I am available to the committee. 

The CHarrman. You could come back tomorrow morning at 10 
o'clock? 

Mr. SuMMERFIELD. Yes, sir. 

The:Cuarrman. The hearing will be recessed until 10 o’clock to- 
morrow morning. 

(Whereupon, at 12: 02 p. m., the hearing was recessed until 10 a. m., 
Thursday, April 26, 1956.) 
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THURSDAY, APRIL 26, 1956 


Hovssr or RepresENTATIVES, 
Com™Mitrex on Post Orrice anp Crvii Servicer, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in room 213, 
Old House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cuarrman. The committee will come to order. 

The questioning of the Postmaster General will be continued. At 
the conclusion of the hearings yesterday, Mr. Moss was questioning 
the Postmaster General. Mr. Moss, you may proceed with your 
questioning. 


STATEMENT OF POSTMASTER GENERAL ARTHUR E. SUMMER- 
FIELD—Resumed 


Mr. Moss. General Summerfield, I believe when we stopped yester- 
day I had just directed a hypothetical question as to who would be 
expected to pay if Congress should today or tomorrow enact a special 
rate for a type of mail cle arly intended not to cover the cost. Could 
it be absorbed internally in the Department, or should that deficit, 
accruing in the handling of that mail, be chargeable as a public service ? 

Mr. Suwemerrrerp. You mean a special class of mail that would be 
considered primarily as a public service ? 

Mr. Moss. That would have to be the excuse. 

Mr. Summerrietp. There would have to be some reason. It should 
be identified as such and a proper appropriation made for it, or a 
credit against the Department. 

Mr. Moss. The reason I asked that question is that I noticed in 
your statement the suggested policy is made, on page 4, but it leaves 
this question to me. That is, what is the public service in these classes 
of mail where we have over the years, in the case of second class, about 
80 years, ‘a rate provided which could not possibly produce sufficient 
revenue to underwrite the cost? I am very much aware of the fact 
that, under this proposal by Mr. Stans, we have taken $299 million 
and reallocated it to first-class mail. Again that appears to me to 
be an arbitrary reallocation on the basis of formula, not with any 
clearly defined criteria. We have just picked up losses from other 
classes without spelling out any policy and assigned that back to the 
first-class rate. 

Mr. SumMERFIELD. First class, traditionally for many years, always 
paid more than the allocated cost of first-class mail. I think the aver- 
age has been about 135 percent. It was as high as 155 percent of 
allozated cost. 
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856 POSTAL RATE REVISION 


Mr. Moss. I recognize that. 

Mr. SuMMERFIELD. Since 1932 it has been conveniently forgotten. 

Mr. Moss. I think it illustrates the point I am trying to make. The 
fact that it has fluctuated to such extremes reflects a lack of policy. 
Should we look to first class to produce 100 percent of its allocated 
cost, 105, 110, or 115 percent, or should we determine how much of the 
costs of the Department should be underwritten by first-class mail ? 

Mr. Summrrrieip. I think it should be allocated on that basis, 
and we heartily recommend that it be allocated on that basis, because 
it is a preferential service. Anybody will recognize those factors of 
service. There is preferential treatment for first class. I think it 
has been unfortunate that owing to the system of allocation, and 
the lack of identification by the Post Office Department of serious 
differences, the public does not clearly understand, itself, that first- 
class mail does not operate at a profit. I think it is important that 
it be identified as such. That is what we have been trying to do 
through these hearings, that is, to provide this ratemaking commis- 
sion, which this committee is, with all the pertinent data necessary to 
properly evaluate the costs relative to the handling of first-, second-, 
and third-class mail, and leaving it to your judgment and your wis- 
dom to decide whether or not any portion of that should be declared 
a public service, and be identified as such. 

Mr. Moss. Let us take for a moment the cost ascertainment that 
the Post Office Department uses. 

Mr. Stans, is that on a per-piece basis, or is it a sampling taken in 
various parts of the country, reflecting the utilization of facilities and 
manpower in the handling of the various classes of mail ? 


STATEMENT OF MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL—Resumed 


Mr. Srans. It is an accounting analysis of the costs, breaking them 
down into classes of mail in relation to their use of the facilities and 
the personnel of the Department. In doing so, it takes into account 
piece factors wherever a piece factor is an important element. It 
takes into account space where space is an element, weight where 
weight is an important element, and so forth. In other words, the 
costs are allocated over the classes of mail in accordance with the 
factor which more appropriately recognizes the charge that each class 
should bear. 

Mr. Moss. In other words, if you were to go into the Washington 
Post Office today and run a sample study, the number of employees 
engaged at that point in the processing of first, second, and third 
would be considered in determining your cost ? 

Mr. Srans. Yes. 

Mr. Moss. Then have we not already in cost ascertainment itself 
given some weight to the preferential service which first-class mail 
receives ? 

Mr. Srans. We have given consideration to it, only to the extent 
that it is reflected in the actual time of the people and the hours which 
they work. 

Mr. Moss. That would be an important factor ? 
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Mr. Srans. No. It is relatively unimportant because the time 
required to throw a piece of Ghind-clade mail is the same time required 
to throw a first-class letter, ordinarily. So you get no difference in 
the preferential element insofar as the working time is concerned. 

Mr. Moss. But you certainly are employing a larger number of 
persons in the handling of first than in the handling of third? 

Mr. Stans. Of course. 

Mr. Moss. To the extent that the greater personnel or man-hour 
use is made for first, it is reflected in cost ascertainment ? 

Mr. Stans. Yes. The hours devoted to first-class mail are charged 
to first-class mail. 

Mr. Corserr. Will the gentleman yield? 

Mr. Moss. Yes. 

Mr. Corsert. I feel that point is getting confused. What you are 
saying, Mr. Stans, is that in your cost ascertainment you are simply 
determining what share of the cost of the particular hour or day is 
going to any particular class of mail without any reference whatso- 
ever to the rates charged for it. 

Mr. Moss. I believe, I was making the point that there was some 
consideration in cost ascertainment for the perferential handling of 
first-class mail. 

1 wonder if, in your ascertainment of costs, there would be any 
philosophy, policy, or anything else dealing with it? You are simply 
finding out how many hours—and considering weight and so on—are 
devoted to handling a certain type of mail to secure the cost. The 
matter of preferential treatment or deferred treatment does not be- 
come-a factor until you are trying to see whether it is paying a justified 
share? 

Mr. Stans. You are entirely correct. The point I was making in 
answer to his question is that there are some elements of the preferen- 
tial treatment that do get reflected in the cost. For example, the 
collection boxes on the streets are primarily for the purpose of han- 
dling first-class mail. 

Mr. Corsert. Just a minute. That is the point we don’t want to 
have established. You add that to the cost of handling first-class 
mail ? 

Mr. Srans. We do, to the extent that those factors of cost are iden- 
tifiable we charge them against the class of mail. 

Mr. Corsert. I think what the gentleman is striving to point out, 
if I interpret it correctly, is that you are allowing something special 
for the first class prior to the determination of cost. 

Mr. Moss. No; that isnot my point atall. I merely want to develop 
the fact that there is an element of the preferential service on first 
class reflected in cost ascertainment. 

Mr. Srans. To the extent that it costs us money, specifically, it is 
reflected. 

Mr. Moss. That is correct. Where you actually make a survey of 
the employment of manpower and facilities, in the processing of mail, 
there is an element of the preferential service reflected in that portion 
of cost ascertainment. 

Mr. Stans. That is right. 

Mr. Moss. Then if we take the deficit of handling other classes of 
mail and arbitrarily assign it back to first, we are giving no offsetting 
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credit for the fact that first already in its assigned cost has been 
underwriting part of the cost of the preferential service 

Mr. Srans. I would say under the formula we use we have given 
credit to the fact that first-class mail absorbs more cost by reason of 
having more work done on it, because the committee that undertook to 
study and fix the formula that we have presented here was made up 
of the people who knew the work and flow of mail in the post office 
and took into account such factors. 

Mr. Moss. I find myself, then, just a little puzzled. We have a rec- 
ommendation, in effect, which says that second should underwrite 50 
percent of its assigned cost and third 75 percent of its assigned cost. 
hen, instead of going on to what would appear to me to be the next 
logical step and saying that first should pick up an additional 5 or 10 
percent of the overall cost of the system, to underwrite its preferential 
handling, we merely say it will pick up all the remaining cost; it may 
fluctuate from year to year without regard to that, but we are going 
to look at first as being the prime revenue producer in the Depart- 
ment, and to it we are going to assign—and I believe you state—the 
public service costs and the deficiencies from the other classes. 

Mr. Srans. No. The public service costs we would not under any 
circumstances put into first-class costs. We should be reimbursed for 
them from the Treasury. We would not charge them against any 
class of mail. 

Mr. Moss. Premium service—first-class mail and airmail—should 
pay an added part of cost to the extent necessary to compensate for 
these differentials and for the loss on special services. 

Mr. Srans. Special services are the money orders and registered- 
inail service and auxiliary mail services. 

Mr. Moss. Aren’t those frequently used in connection with other 
classes of mail? 

Mr. Srans. To a lesser extent than first; yes. 

Mr. Moss. Now, we have another problem i in this question of setting 
rates for the Department and getting it onto a more businesslike basis. 
I recall yesterday that Gener al Summerfield in his statement pointed 
out the difficulty of local and nonlocal having a separate rate which 
would in effect give a highly preferential treatment to the large com- 
munities of the Nation, and would impose a penalty on the small ones. 

Aren’t we doing that now in fourth-class mail? Shouldn’t we have, 
as a part of any revision of rates and consideration of policy, a uni- 
formity in the size and weight on fourth-class mail ? 

Mr. Summerrretp. The Department has recommended uniformity 
several times. 

Mr. Moss. Do you feel that would be a beneficial thing from a reve- 
nue standpoint ? 

Mr. SummMerrtev. I think so. 

Mr. Moss. Again, I want to just touch briefly on these assigned costs. 

Mr. Summerrrevp. Incidentally, Mr. Stans has a note. 

Mr. Srans. I just want to add to the last statement that if size and 
weight limits are changed, and there is a greater volume of fourth- 
class mail, and the result is a profit, the profit under the law would 
not inure to any other classes of mail or reduce their costs but would 
presumably have to be given back in the form of lower rates in the 
fourth-class mail, because that is on a break-even basis in the statute. 
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Mr. Moss. In your statement there was something that I was not 
clear on, Mr. Stans, on page 6: 

Fourth-class mail is required by law to operate on a self-supporting basis. 
When preferential fourth-class rates which fail to meet the cost of Service are 
specifically enacted by the Congress, the deficit is recognized by us as a public 
service or subsidy. 

Is that absorbed by the fourth-class rate? 

Mr. Srans. No; it is not. 

Mr. Moss. That is, then, taken out and assigned to the overall budget 
of the Department, rather than being absorbed by that one class? 

Mr. Srans. It is included in our fourth-class figures for cost and 
revenues, but it is not taken into consideration in determining whether 
fourth class is on a self-supporting basis, for the reason that if the 
Congress fixes a lower rate on the books, as it has, we consider that a 
subsidy to book mailers, and are asking in new legislation for reim- 
bursement from the Treasury for the differential granted to book 
mailers. 

Mr. Moss. But at the present time, does that have any effect at all on 
the rate that the fourth-class users pay ? 

Mr. Srans. It does not. 

Mr. Moss. It would be one of those items, then, unless specifically 
rictis ye for, that would be absorbed by first class under this 
formula. 


Mr. Stans. No; we did not include that in setting up the formula, 
because you will notice on chart 1 that I presented that we show a loss 
of $20 million in fourth-class mail that 1s carried over as part of the 
deficit of the Department, and is not allocated against the other classes 


of mail. 

Mr. Moss. Taking the assigned costs of the Post Office Department, 
leaving out the unassigned costs which are spelled out in your presen- 
tation, should we then on assigned costs only expect the Department, 
as a matter of public policy, to be fully self-sustaining? 

Mr. Stans. That isa matter of policy, but if the identifiable subsidy 
and public-service elements are withdrawn from our expenditures or 
are reimbursed to our revenues, then it is the position of the Depart- 
ment that it should be substantially self-sustaining. The bill we have 
here would not accomplish that. There would still be a deficit of 
perhaps $50 million a year, because the deficit is greater than the $400 
million we are asking for. 

Mr. Moss. But if he took first class and determined that it should 
take 105 percent of the cost or 110 percent of the cost of operating the 
Department and then set second-class and third-class rates, and if 
under that formula the second and third could not produce revenues 
sufficient to underwrite their assigned costs, even the reallocated cost, 
the balance or the deficit, you feel, should be reflected as a deficit—or 
we should have appropriations and’spell that out as a public-service 
policy. 

Mr. Stans. I think it is a very good point. I think that is probably 
one of the good ways of approaching the problem which is presented 
by our chart No.2. You may remember the chart shows that second- 
class mail ought to pay on a 50 percent basis another $92 million, and 
we are only asking for $17 million. If this committee and the Con- 
gress gives us $17 million, it may well be that the difference of $75 
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million ought to be considered as a subsidy to second-class mail, and 
ought to be reimbursed to us. 

On the other hand, the committee may decide that second-class mail 
now or in the future should pay more than that $92 million. I think 
it isa very good point. We would be very happy to see it straightened 
out. 

Mr. Corserr. In what other way can that possibly be handled? The 
loss is there. It either has to be written off as a subsidy charged to 
the Federal Treasury, or you just can’t leave it dangling. 

Mr. Srans. The question would be whether it would be part of our 
deficit or whether it would be appropriated to us specifically as a 
subsidy. 

Mr. Corserr. That would only be a difference in bookkeeping. 

Mr. Srans. It is an important one in evaluating the effectiveness 
of our post office management. 

Mr. Moss. It seems to me that it would only be very fair for the 
committee to spell out the policy to the extent that the Post Office 
Department is not continually charged with being an inefficiently 
operated agency of the Government, one with constantly increasing 
deficits, because if it is public service it is not a deficit to the Post 
Office. We never call the budgets for State or Agriculture deficit 
budgets. 

Mr. Corsetrr. We are in complete agreement. We have been trying 
to make that point for 4 years. I think it needs all the reemphasis here 
possible, because if we decide in this bill on a statement of policy that 
certain things are Government services properly chargeable to the 
Treasury, certainly there should be no criticism of the Department 
because of what the Congress has decided to lose. 

Mr. Moss. That is right. I myself cannot emphasize too strongly 
my conviction on that point. 

Mr. Regs. Will the gentleman yield ? 

Mr. Moss. I would be very happy to yield. 

Mr. Ress. Does the gentleman mean to say that in the appropriation 
bill there should be an item that would say that so many million dollars 
are appropriated for second-class mail ? 

Mr. Moss. Second or third. 

Mr. Rees. Or third class, whatever the case may be. Just say it is 
a subsidy for a particular class of mail. 

Mr. Moss. Call it a subsidy or public service cost, or what have you, 
but it should be spelled out so that all of us know what we are paying 
for and why we are paying. 

That is all of my questions, Mr. Chairman. 

Mrs. Harpen. I haven’t any questions at this time, Mr. Chairman, 
but I should like to commend General Summerfield and each mem- 
ber of his staff for the very efficient and splendid manner in which 
they have presented the position of the Post Office Department on this 
very complex question. I am not a professional pollster but IT am 
conducting a series of polls, and in the March and April polls we 
included the postal rate increase question. We stated the question 
in this manner: 

The Postmaster General thinks postage rates should be increased to meet the 
$500 million annual deficit incurred in handling the mail. Opponents maintain 


these losses should be made up from general tax revenues and that rates should 
not be increased. Do you favor a rate increase? 
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I might say that we have had on an average between 13 and 15 
percent return, which we think is rather gratifying. I understand 
in most polls if you have a 10 percent return, that is very good. 

The March poll indicated that the residents of the Sixth District 
are in favor of a rate increase, and up to date the April poll indicates 
that it is almost 2 to 1 where the people are in favor of a postage rate 
increase. 

That is all, Mr, Chairman. 

Mr. Summerrriecp. Thank you. 

Mr. CeperserG. Mr. Chairman, I want to state that I think the 
Post. Office Department has done a tremendous job in presenting their 
proposal before this committee. I want to say, as one member of the 
committee, I am not too concerned about these allocations, whether 
it is 105 or 110 percent on first-class mail. I think the Department 
has very definitely, through the figures they have presented, stated that 
first-class mail does not pay its way; isn’t that correct ? 

Mr. SumMerrFIeLp. That is correct, and still will not if you grant 
the 1-cent increase we have requested. 

Mr. CeperserG. And, further, that 75 percent of the first-class mail 
is carried by business houses in the United States. 

Mr. Summerrrevp. That is correct. 

Mr. Ceprrsera. As a prac tical matter, there is only one place to go 
and that is either leave it at 3 cents or go to 4. cents. There is no such 
a thing as a 3.2-cent stamp or 3.5-cent ste amp. So we have to go either 
to 4 cents or we cannot go at all. There is only one person who is 
going to pick up the deficit. As far as bookkeeping is concerned. I 
do not care whether you show it in the Post Office Department or some 
other agency. The taxpayer of the United States will pay. As far 
as I am concerned, I do not believe I should require my constituents 
to pick up the tab for the business users of mail who use 75 percent 
of the first-class mail. I think that the raising of the mail from 3 cents 
to 4 cents is in the best interest of the people that I represent. As for 
the allocations of second and third class, I think that can be worked 
up. I know of no place to go except from 3 to 4 cents on first-class 
mail. 

Mr. SuMMeERFIELD. Thank you. 

The Cuamman. How much would you have to increase second-class 
mail to make it self-sustaining? 

Mr. SumMMERFIELD. $92 million. 

The CuHatrrman. How much would the increase amount to? 

Mr. Summerrietp. They would have to be increased about 150 
percent. 

The CHarrman. How much on third-class mail to make it self- 
sustaining ? 

Mr. Srans. The amount we are proposing, Mr. Chairman, would 
bring us up to 75 percent of cost that we think is the amount that 
third class should pay. 

Mr. Rees. The question is, How much would you have to increase 
third-class mail from its present rate ? 

Mr. Stans. To make it pay? 

The Cuarman. To make it pay 100 percent of cost. 

Mr. Stans. I will compute that, sir. It’s about 70 percent. 

The Cuatrman. How much would you have to increase second-class 
mail from the present rates to pay 100 percent ? 
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Mr. Srans. Pretty close to 400 or 500 percent. 

The Cuarrman. Personally I am in favor of increasing the second- 
class mail rates more than the Department has recommended. I am 
also in favor of the first-class rate being increased from 3 to 4 cents, 
I think there should be a large increase in the second-class mail. I 
don’t think all that should be a subsidy or public service. Part of it, 
but not the entire matter, as I see it. 

Mr. Crpverserc. I think the proposal of former Postmaster General 
Donaldson in regard to second-class mail was reasonable and fair. I 
think if it is spread out over a sufficient period of time it will not effect 
any injury upon the users of second-class mail. 

The Cuamman. Are there any other questions ? 

Mr. Crerexza. I join my colleagues in commending the Postmaster 
General and his staff for an excellent present: ition, free from any 
bias or prejudice, but certainly based on facts and statistics they have 
accumulated. I think their presentation has been a magnificent one, 
and I think it has convinced anyone with sound reasoning behind 
him that their proposals and their endorsement of this bill are justi- 
fied. 

Yesterday, Mr. Postmaster General, you gave us a list of 235 publi- 
cations that had written editorials favoring postal rate increases. 
Prior to that presentation, there was some comment made by some 
members of the committee that these polls were perhaps slanted. 

I assume that you have read all of these editorials or they have been 
brought to your steuatiant 

Mr. SumMerriew. That is corr ect, sir. 

Mr. Creret.a. In that presentation of the editorials, I assume that 
most of them made reference to the great deficit that we are having 
in the postal department, and what “the rates were that applied to 
first-, second-, and third-class mail; is that correct? So that actually 
the editorials did give a complete story ; as they saw it ? 

Mr. Summerrievp. Generally speaking, yes. 

Mr. Crerecita. Other than the 235 that were in favor of the postal 

rate increases, did any come to your attention that were opposed to 
any rate increase ¢ 

Mr. Summerrrerp. Of this 235? 

Mr. Crerecia. No; other than the 235. 

Mr. Summerrierp. Yes. There were 52 or 54 that were opposed 
for one reason or another. I might add of that group a substantial 
portion, about half, were represented by those that have a chain of 
newspapers that have been opposed to rate increases through the 
years, I presume because of their interest also in magazine publishing. 

Mr. Creretta. Those were chains that ran both newspapers and 
magazines / 

Mr. Summerrietp. That is correct. 

Mr. Creretsa. I also tried to compute from this list that you gave 
us that every State of the Union is apparently represented in this 
list of ¢ 235. 

Mr. Sum ean p. I believe so. I can’t say accurately. 

Mr. Creretxa. I don’t know whether you made that analysis but 
that strikes me that every State is represented, including the State 
of Iowa. 

Mr. Summerrie.p. That is right. I am sure you have a poll from 
there. I recall Senator Martin testifying. 
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Mr. Crere.ia. I might say further, if a poll were taken of the half 
million postal employees, I think that they would stand 98 percent 
in favor of postal increases. 

Mr. Corsetr. Why, sir? 

Mr. Creretia. Because they are getting tired of handling this 
second- and third-class mail. They were hired as postmen and not 
as mules, 

Mr. Cornett. Is the gentleman at all disturbed about the possi- 
bility that if we get the Department in the black there mie be 
some request for some increased compensation ? 

Mr. Creretta. Are you anticipating ? 

Mr. SUMMERFIELD. May I ask a question, Mr. Chairman? 

The CHatrman. Yes. 

Mr. SuMMERFIELD. Are you speaking for the executive branch of 
the Government? 

Mr. Corsetr. Very definitely a lower echelon. 

Mr. Henverson. There has been a lot of talk here in the committee 
concerning a matter of policy as far as the postal service is concerned. 
Mr. Summerfield, don’t you feel that whatever comes from this com- 
mittee and the Congress will itself be policy which will guide us in 
postal matters ¢ 

Mr. SuMMERFIELD. Yes. 

Mr. Henperson. I have one other observation to make, Mr. Chair- 
man, and it is quite brief. It seems to me that possibly another 
approach might have been—and I am sure oa ably an easier 
approach—to have not raised the question of the postal deficit as 
it has been. I feel that in so raising that question and so attempting 
to put the Post Office Department upon a businesslike basis not only 
has it increased the task of the Postmaster General, but it has also 
brought a great round of admiration from the public in general for 
the attitude of the Department in attempting to bring a businesslike 
service to our Nation. 

I think that the 235 editorial comments are cerainly testimonials 
to that fact. I think the Postmaster General has done an excellent 
job in an uphill fight in bringing this picture to this committee. 

Mr. SumMerrFieLD. Thank you. 

Mr. JouHansen. I would like to associate myself with my colleagues 
who have commended you and the Department for your presentation. 
I have one question, or perhaps more accurately a request, if it is 
possible to put it in the record at this point. There was discussion, 
I think, in the initial presentations of the history of the ratio between 

rates and costs for the three classes of mail. I wonder if it would 

be possible—and it is not necessary to answer it here—to put into 
the record at this point that ratio with respect to each of the three 
classes, the average over the years, the high, identifying when that 
high ratio was in each class, the present ratios, and the ratios as they 
would be under the computation of costs and under the proposals 
embodied in this bill. 

Mr. SuMMERFIELD. We can, and we would be very happy to prepare 
that for you. 

Mr. Jonansen. I think it would be very helpful to give us a per- 
spective of the relationship of the whole history of the rate structure. 
That is all I have, Mr. Chairman. 

The Cuarrman. Mr. Rhodes. 
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Mr. Ruopes. Mr. Postmaster General, page 3 of H. R. 9228, at the 
top of the page, paragraph 2, reads, in part: 

In subsection (¢c) strike out the period and “one-eighth of 1 cent” and insert 
in lieu thereof “one-fourth of 1 cent.” 

I recall when the postage rates were raised several years ago there 
was a provision to increase the minimum rate. As a result, some 
groups listed as nonprofit organizations suffered increases up to 
500 percent and even more because of that provision. Will that 
happen again if this bill is passed with that provision in it? 

Mr. Stans. Mr. Rhodes, that will not be the case in this bill, be- 
cause at the time those objections were raised we were proposing in 
1953 to raise the minimum to a half cent from one-eighth of a cent. 
This time we are proposing to raise it only to one-fourth of a cent. 

Mr. Ruopes. But it would be an increase on these nonprofit publi- 
vations, is that not true? 

Mr. Srans. It does not affect the nonprofit publications. That re- 
lates only to the all other publications than the nonprofit. 

Mr. Ruopes. I wanted that straight for the record. When the postal 
rate bill was passed several years ago, some members of the commit- 
tee were not aware of the fact that the increase in the minimum rate 
per copy included nonprofit publications. I want to make sure it is 
clear now, in the event favorable action is taken on this bill. 

One thing further also about these opinion polls. I certainly have 
not changed my views that the polls are very much slanted. 

I have here the question on the postage-rate increase sent out by 
Mr. Broyhill. I would be tempted to vote “yes” myself if I did not 
understand more about it than what was given on the questionnaire. 

Let me say to the gentlewoman from Indiana, Mrs. Harden, that 
I don’t oppose this rate bill, because I want to put the burden of the 
postal deficit on the taxpayers. I oppose this bill because I think 
this is an unfair and disproportionate increase. I think you are 
putting too much on the people who are already paying more than 
their share. That is my objection. I haven’t seen as yet any maga- 
zine story where the true and full facts were given on this first class 
rate increase question. 

Mr. Creretta. Will the gentleman yield? 

Mr. Ruopes. I will be glad to yield. 

Mr. Creretna. Has the gentleman from Pennsylvania conducted 

poll of his own? 

Mr. Ruopes. Not on this particular question. 

Mr. Creretta. What questions would you ask on the poll? 

Mr. Ruopes. I would explain the gain and loss in each class of mail, 
according to the figures of the Post Office Department. I would then 
ask if they would favor increasing first class by 3314 percent. Then 
I would go down the other classes and show the losses there, and ask 
the same question. 

Mr. Crereiia. Would you also include in the question that it does 
cost more than 38 cents to carry a 3-cent letter, and it is anticipated 
that it will go to 3.55 in the next year or two? I think that was the 
figure. 

Mr. Ropes. I am just beginning to hear that kind of an argument. 

Mr. Creretia. That statement has been made in the record. 

Mr. Ruopes. I would put forth all the facts. 
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Mr. JoHANSEN. Would the gentleman yield ¢ 

Mr. Ropes. Yes. 

Mr. JoHanseN. Did I understand the gentleman to say that he had 
not seen any magazine articles that have set forth the full facts? 

Mr. Ruopes. I have not. I would like to see some. 

Mr. JoHaNseNn. I want to know whether the gentleman feels that 
is the fault of the Post Office Department or the magazine publishers? 

Mr. Ruopes. I am not blaming the Post Office Department for all 
that. But I have seen numerous statements from the Post Office De- 
partment which have not contained the complete facts. 

Mr. Moss. Will the gentleman yield ? 

Mr. Ruopes. I would be glad to. 

Mr. Moss. On another point, I was interested in the observation 
that this policy matter was apparently not too important and what 
we finally passed would be policy. In the broad sense, it would be 
policy. 

Mr. SummerrreD. As far as the Department is concerned, we would 
have to consider it as policy. We would have no choice. 

Mr. Moss. I underst: and that in the financial policy of the Post 
Office Department of March 31, 1954, on page 60, apparently it is 
urged by the Department itself that the type of policy I have discussed 
be considered by the Congress : 


The whole subject of any of the expenditures of the Post Office classified and 
segregated as being for the national welfare is one that is conceded requires 
attention by Congress. Up until now, Congress has never formally taken a 
position on the subject. 


Then in the same tone, in the letter from the Comptroller Genera! 


to the chairman of the committee on March 16, 1956, in the next to 
last paragraph, again attention is directed to the lack of definitive 
policy, as follows: 


In the absence of a definitive policy on the part of the Congress, we are unable 
to express an opinion as to the validity and soundness of the approach of the 
Post Office Department in terms of a predetermined legislative standard. For 
example, if the Congress were to adopt the premise that the postal service is to 
be self-supporting, then ability to pay becomes a basie factor for its considera- 
tion. Whether this factor should be treated separately or be included along 
with other intangible factors in arriving at a composite allowance for intangible 
factors, as shown in the 1955 cost ascertainment report 
for congressional consideration. 


I think it points up, from the Post Office Department and the 
Comptroller General, that there is concern over the lack of a definitive 
policy from the Congress, something which would serve as a guideline 
to the Department and certainly let the American people know what 
type of business we are presuming to operate. 

Thank you, Mr. Rhodes. 

The Cuarmman. The Comptroller General in his letter to me states: 


It is generally recognized that the establishment of rates is a much broader 
question than the development of costs. Costs on whatever basis determined 
cannot be expected to be automatic indicators of rates because of the necessity 
for the consideration of other factors, many of which are intangible in nature 
and do not lend themselves to accounting treatment. However, the practice 
adopted and the basis used in the preparation of cost data should be responsive 
to basic policy to the extent that Congress as the responsible body lays down 
policy. This observation stems from the fact that any system of cost allocation is 
necessarily based on certain given assumptions known to the extent that there 


, is still another matter 
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is agreement as to the responsiveness of the assumptions of the policy involved 
can there be expected to be agreement as to the validity of the resulting data, 


I think we should say how much public service there should be 
charged to the General Treasury. 

C ertainly there should be some discount given to second-class mail 
publishers from the educational standpoint, and the benefit of the 
public—and also to these other concessions that we give to religious, 
fraternal, and patriotic organizations. They should all be taken into 
account, and we should establish a policy of how much they should be 
charged and how much should be charged for public service to the 
General Treasury. I agree with that. 

Mr. Moss. I thank you, sir. 

Mr. Ruopes. Mr. Chairman, I would not oppose an increase in first- 
class postage rates if proper increases and adjustments were made 
in other classifications. I can understand why some publishers en- 
dorse this bill. The increased revenue from first-class mail would 
be pretty good insurance for continued advantages for the big pub- 
lishers. It would lower their percentage cost of the postal service. 

I wonder, Mr. Chairman, to what extent the letters and editorials 
urging increased rates have been spontaneous and how much of it 
was organized. 

If it is in the public interest that the taxpayers should carry the 
burden for magazine subsidies, it is not unreasonable to expect a 
higher ethical standard from leading magazine publishers, particular- 
ly publications which claim to be of educational value. 

The Cuairman. I think the taxpayers generally are getting tired of 
having to assume this deficit of the Post Office Department from year 
to year in the payment of increased taxes. 

Mr. Creperserc. Mr. Chairman, as a matter of fact these hearings 
have been going on about 6 weeks. 

Mr. SUMMERFIELD. Yes, sir, since the 13th of March. 

Mr. Creperserc. There are 7 days in a week. That is 42 days ap- 
proximately, taking every day. So while we have been holding the 
hearings the Post Office Department has lost between $40 and $50 mil- 
lion. I just don’t think that the American public are interested in 
paying that kind of money out of their own pockets, Over a million 
dollars a day we lose. On first class only 25 percent of it is sent by 
the individual, and 75 percent by business houses. Second and third 
class is mostly all business. A large portion of fourth class is busi- 
ness, which pays its own way. 

Mr. Moss. Don’t you think we should be just as fair and give just 
as much consideration to the business user of first class as we do to the 
individual ? 

Mr. Crpersera. I certainly do think we should give just as much 
consideration to the business users of the mail as we should the indi- 
vidual user. I think it is about time that the average citizen of the 
United States stops picking up the check for the business users of the 
mail, especially in first class, and put in the right column, under ac- 
counting procedures, items which are actually deductible. 

Mr. Houtrrerp. Mr. Chairman, I hesitate to inject my remarks into 
the discussion here since I have not been able, because of other com- 
mittee duties, to attend every day. I want to say that it seems to me 
that there is a clear indication of a need for a definitive policy on the 
part of the Congress. I certainly subscribe to what you and Mr. 
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Moss have said in regard to establishing the policy. I think we have 
been probably lax or at least we have not gotten to that principle as 
completely as we should have. 

In the fourth-class mail we have definitely established a policy. I 
see no reason why we should not establish the policy—a detinite con- 
gressional policy—in the other classes of mail. I am somewhat at a 
loss to follow completely the allocation of intangible costs. It rests 
upon many things which are matters of judgme nt. It may be good 
judgment, it may be bad judgment. It would seem to me that the 
regular accounting practices which are used in other businesses should 
be used in this business, rather than to inject an intangible factor into 
the cost ascertainment which is a variable factor, not a mathematical, 
definite factor, and that then the policy of the Congress should be 
applied where there is a deficit in that particular operation of the 
Post Office. I think that deficit should be picked up out of the gen- 
eral fund if we feel it is unwise to apply it to that section of the Post 
Office operation. 

I certainly do not feel that the Post Office should continue to bear 
the onus of a deficit on their operation, because I believe from my 
years of observation that it is about one of the most efficiently oper- 
ated departments of our Government. If there is a deficit as a result 
of a lack of congressional policy, or a lack of allocation of that deficit, 
we should come out clearly in this bill which is being considered and 
establish that policy. Then if we, in our deliberations, determine 
that a certain class of mail cannot at this time carry its full load, a 
check from the Treasury Department should be given to the Post 
Office Department to make up that deficit in accordance with the policy 
we establish, and the onus of an unworthy deficit should be taken off 
the Post Office Department. 

The Cnarrman. Thank you very much, Mr. Holifield. 

If there are no other questions, [ wish to thank the Postmaster Gen- 
eral and his staff. 

Before we close the hearings, I wish to place in the record a copy 
of this letter from the Comptroller General to me as chairman of the 
committee, which is on the desk of each member. 

(The letter i is as follows :) 

COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 16, 1956. 
lion. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CHAIRMAN: This is in reply to your request of March 14, 1956, for 
our opinion concerning the validity and soundness of the approach used by the 
Post Office Department in the tables included under the heading “Application 
of the Cost Ascertainment Report to Postal Ratemaking,”’ at the beginning of 
the 1955 cost ascertainment report. In the tables included in this section, a 
formula is applied to the allocated costs for the various classes of postal service 
developed by the Department’s cost ascertainment system to arrive at revenue 
goals for such classes of service and related recommendations for rates. 

The formula is explained as being based on studies of an internal Post Office 
committee and reduces to composite mathematical percentages the relative 
weight which the Department considers should be applied to its allocated cost 
data to give what it regards to be appropriate recognition to certain "intangible”’ 
elements, not reflected in its cost allocations, in the establishment of revenue 
voals. These “intangible” factors are not completely identified but are ex- 
plained as including such factors as “‘(1) the value of priority given to any 
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one class of mail or service, (2) the relative values of the various services to the 
public, and (3) the relative intrinsic values of the items handled.” We also 
understand that recognition is given in the formula to “ability to pay.” 

The Post Office Department points out that the cost ascertainment system dis- 
tributes its expenditures by accounting and statistical means to each class of 
service on the basis of its use of the postal facilities and personnel. In doing 
this, it, in effect, regards each class of service as of equal importance for cost 
allocation purposes in that it does not attempt to reflect any differential for 
any class of service for the intangible factors, except to the extent that such 
factors may be reflected in the “use” of personnel and facilities. 

It is, of course, generally recognized that the establishment of rates or prices 
is a much broader question than the development of costs. Costs on whatever 
basis determined cannot be expected to become automatic indicators of rates 
because of the necessity for the consideration of other factors, many of which 
are intangible in nature and do not lend themselves to accounting treatment. 
However, the practices adopted and the bases used in the preparation of cost 
data should be responsive to basic policy to the extent that Congress, as the 
responsible body, lays down such policy. This observation stems from the 
fact that any system of cost allocation is necessarily based on certain given 
assumptions and only to the extent that there is agreement as to the responsive- 
ness of the assumptions to the policies involved can there be expected to be agree- 
ment as to the validity of the resulting data. 

In the absence of a definitive policy on the part of the Congress, we are unable 
to express an opinion as to the validity and soundness of the approach of the 
Post Office Department in terms of a predetermined legislative standard. For 
example, if the Congress were to adopt the premise that the postal service is 
to be self-supporting, then ability to pay becomes a basic factor for its consider- 
eration. Whether this factor should be treated separately or be included along 
with other intangible factors in arriving at a composite “allowance for in- 
tangible factors,” as shown in the 1955 cost ascertainment report, is still another 
matter for congressional consideration. 

In the circumstances, we believe the Post Office Department has followed a 
logical course by presenting a proposal which sets forth its revenue objectives 
and explains the premises underlying the data submitted. With this material 
before it, the Congress can review the data submitted in the light of the pre- 
mises on which it is based and arrive at a course of action deemed to be in 
the public interest. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


The Crarrman. The open hearings on the postal rate bill are now 
concluded. 

Mr. Dowdy desires to present a bill to the committee in executive 
session. 

Mr. Rees. May I say as ranking member of this committee, I want 
to express my appreciation to the Post Office Department for the 
manner in which they presented their testimony. 

T also want to express my deep appreciation—and I am sure it is 
the sentiment of the entire committee—to the chairman of this com- 
mittee for the fine manner in which he has conducted these hearings 
on postal rates during the several weeks we have been in session. 
Throughout our consideration of this complex problem the chairman 
has been most fair and considerate, not only to the Members but to 
all witnesses. He has given full opportunity for everyone to testify 
who asked to be heard. His own wide knowledge and experience also 
has been of great value and assistance to the committee. I think that 
the chairman has done a splendid job. 

The Crarrman. Thank yon, sir. 

The hearings will now be adjourned. The committee will remain in 
executive session. 
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Mr. Ruopes. I join with Mr. Rees. We have had many fine wit- 


nesses, and the chairman has been most fair in conducting these 
hearings. 


(Thereupon at 11:04 a. m., the hearings were concluded.) 


(The following statement was inserted in the record at the request 
of the Honorable August E. Johansen:) 


Ratio of revenues to expenditures! on Ist, 2d, and 3d class mail, 1926 to 1955 


Expense coverage (percent) 
| 
| 


ist class | 2d class | 3d class 
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1926 eineia oan .| 129. 
1927 -- ee - oe | 131. 
1928 ee pace | 132. £ 
1929... . . 131. 
1930. . “ eneewen - 129. 
1931 _- . eacecere tars 121. 
1932 cb deep iaeea dain ncbitieGinaet 112. 
IGG... ac sakes on amie te 146. 
1934 ocewcececcceesceceecas- — | 158. 
cue - he a : | 150. 
1936..... - ecuscoucoae eae 144. ; 
1937_._- ichtesaeecnne ds : oe 151. 
Tn a eactlisaint ae 150. 
Tie cwcencosceeesss peces o- ainda’ 152. 
1940 - nen a i . 154. 4 
1941 Ree senegndthaies ae . 155. ‘ 
a a een dcdatiesmen 156. 6 
1943 Lopes en ; (2) 
ee oe 3 ‘ 146 
1945 coilietincnakiae > ; ; 164. 
1946 “ . ° 131. ! 
Bi ccontice _ . | 126. 
OUR cose swab bad ebatiaedieiceein gen ds va | 130. 
1949 sates eas = Posten ‘ 
1950 ‘ edenanbetems - 111.¢ 
1951__. mee . ; 113. 
WOR cake ara intiaddgmnnasenun a ; | 105 
1953 ae ee mea cata bik 108. 8 
1954 one | 105. ¢ 
Average 1926 through 1941 ns : | 140. ! 
1955: i 
As shown by cost ascertainment - -- 
As shown by cost ascertainment, with ‘addition to cost of full 1956 | 
effect of pay increases. ---- | 
As shown by cost ascertainment, plus pay increases and costs paid by | 
other Government departments 
If H. R. 9228 is passed: 
Based on 1955 costs, plus pay increases 
Based on 1955 costs, ah pay increases, and costs paid by other Gov- 
ernment departments. - ‘ 


97 
94. 
91 
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105 


1 Without regard to reallocation of cost to recognize differentials in service or value of mails. 
‘Not available. 











